


SUPPLEMENTAL APPROPRIATIONS FOR 1952 


TUESDAY, SEPTEMBER 18, 1951 
Unirep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10:30 a. m., in room 
F-37, the Capitol, Hon. Kenneth McKellar (chairman) presiding. 
Present: Senators McKellar, Hayden, McCarran, Maybank, 
Ellender, Ferguson, Cordon, Saltonstall, Young, Knowland, Thye, 
and Ecton. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF JESS LARSON, ADMINISTRATOR OF GENERAL 
SERVICES ; W. E. REYNOLDS, COMMISSIONER OF PUBLIC BUILD- 
INGS SERVICE; R. H. BAHMER, ASSISTANT ARCHIVIST OF THE 
UNITED STATES; R. T. DALY, ASSISTANT DIRECTOR, PUR- 
CHASE AND STORES DIVISION; ACCOMPANIED BY MAX 
MEDLEY, COMPTROLLER ; D. E. A. CAMERON, DIRECTOR, BUDGET 
DIVISION; C. E. MACK, COMMISSIONER OF FEDERAL SUPPLY 
SERVICE; A. J. WALSH, COMMISSIONER, EMERGENCY PRO- 
CUREMENT SERVICE; AND A. S. THORN, SUPERVISING 
ARCHITECT 


RENOVATION AND MODERNIZATION, EXECUTIVE MANSION 


Chairman McKetuar. The committee will come to order. What 
is your first item, Mr. Larson? 


AMOUNT REQUESTED 


Mr. Larson. The first item is set forth in Senate Document No. 
58 for an additional amount of $321,000 for renovation and moderniza- 
tion of the Executive Mansion. 

This item was submitted at the request of the Technical Com- 
mittee of the Commission on Renovation of the Executive Mansion, 
with the approval of all members of the Commission. 

Although this committee may be interested in the details of this 
estimate, I will introduce it by summarizing the general financial 
situation of this project. 

At the time the project was authorized, it was confidently expected 
that it could be completed with the authorized $5,400,000. How- 
ever, this confidence was shattered as subsequent inflationary in- 
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fluences caused increases in costs of labor and materials. Efforts 
were made by the Commission to keep within the authorized amount 
by cheapening the finish and omitting certain modernizing improve- 
ment. In some cases more realistic reflection showed that the 
cheapening and cut-backs were carried too far to produce a result 
which would be consistent with the dignity and position of the head 
of this Nation and the reasonable expectancy of the occupants of the 
facilities of modern living. 

The most recent review of the situation and estimates of the 
probable cost now indic ate a total of $5,821,000. To date $5,500,000 
has been appropriated, $5,400,000 under the original authorization, 
and $100,000 in the Inde ‘pendent Offices Appropriation Act of 1952 
The remainder of $321,000 is the item now before this committee. 

I will ask Maj. Gen. G. E. Edgerton, executive director of the 
Commission, and Mr. W. E. Reynolds, Commissioner of Public 
Buildings to collaborate in discussing the details of the item with the 
committee. 

Chairman McKe iar. General Edgerton, will you proceed, please. 


STATEMENT OF MAJ. GEN. G. E. EDGERTON, EXECUTIVE DIRECTOR, 
COMMISSION ON RENOVATION OF EXECUTIVE MANSION 


General Epcerron. I am the executive director for the Commission 
on Renovation of the Executive Mansion. I am here for the purpose 
of emphasizing—— 

Chairman McKeuuar. By the way, you have a statement, have 
you not? Suppose you let that go in, and then let any Senator ask 
any questions they want, because we have nothing to conceal on this 
item. 

General EpGertron. Thank you. 

The item involves $321,000, which has been requested in the budget 
estimates to be carried in the supple mental bill for the fiseal year 1952 
I am not a very good extemporaneous speaker, and I have a prepared 
statement that would take 5 minutes to read for the information of 
the committee. 

Chairman McKettar. Go ahead, just as you like. 


SUPERVISION OF WHITE HOUSE PROJECT 


General Epcerton. The renovation of the Executive Mansion is 
under the supervision of the Commission on Renovation of the 
Executive Mansion, created pursuant to Public Law 40, Eighty-first 
Congress, which prescribes the composition and the duties of the 
Commission. 

The Commissioner of Public Buildings is the contracting officer, 
charged with the preparation of plans and specifications in collabora- 
tion with the White House architect and the Commission’s consultants, 
under supervision of the executive director acting for the Commission. 

Similarly, the construction is under the immediate direction of the 
Commissioner of Public Buildings and the Public Buildings Service. 
It also prepares the estimates of costs and controls and disburses all 
funds appropriated for the execution of the project. 
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REBUILT INTERIOR 


The renovation of the White House is more extensive than is 
generally supposed. The entire interior, except the structural members 
of the third floor, had to be carefully removed and rebuilt, using the 
old material as extensively as prac ticable. The exterior walls had to 
be underpinned ‘and extended in concrete to a new foundation about 
24 feet belew the old foundations. About 10,000 cubie yards of earth 
had to be excavated within the new underpinning walls, and two 
basement stories constructed to provide space for additional mechan- 
ical equipment, storage and other service faciiities which are urgently 
needed. Additional basement-type space aggregating 160,000 “cubic 
feet for mechanical and electrical equipment had to be provided under 
the north lawn. The entire interior of the building had to be restored, 
of course, with modern steel frame construction, concrete floors, and 
other substantial improvements, including additions to the third 
floor to provide comfortable and presentable guest rooms. The 
interior finish, trim, and ornament had to be reconditioned and 
restored, or more generally replaced by new material in character and 
appearance consistent with the old. Modern heating, plumbing, air 
conditioning, electrical, and appurtenant equipment, had to be pro- 
vided and installed. T he furniture and fur nishings had to be removed, 
cleaned, and restored to good condition, and reinstalled. Some old 
furniture had to be replaced by new articles and some additional 
furniture has to be procured. 


INCREASED SPACE 


Including new basement-tvpe space, under the lawn, the cubical 
content of the building has been increased by 54 percent. All the 
work has had to be done under necessary but somewhat hi ampering 
restrictions in respect to security regulations, the best practicable 
protection of trees, grounds, and the like, and the avoidance of inter- 
ference with business in the two adjacent office wings. While the 
original estimates were made with most of these factors in mind, many 
of the actual conditions in the building could not be determined very 
accurately in advance. Consequently, much of the planning and 
designing had to await observations which were possible only during 
orafter the dismantling. For example, it was expected to save most of 
the concrete in the third floor, but it proved to be necessary to replace 
practically all of it. Many other job conditions could be provided 
for only after they occurred, with substantial inconvenience which 
was unavoidable but adverse to the most expeditious and economical 
conduct of the work. 


ORIGINAL APPROPRIATION 


The original appropriation and contract authorization in Public 
Law 119, Eighty-first Congress, first session, amounted to $5,400,000, 
and it was expected that the work required could be completed within 
that sum. Construction work began on December 7, 1949, and the 
work of dismantling the interior of the building, underpinning and 
shoring the outer w ‘alls, preparing the new foundations, and pouring 
the concrete foundation footings, was prosecuted with dispatch and 
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notable economies, so that by the end of that fiscal year the work was 
well ahead of schedule and below the estimates in cost. The plans 
and specifications were under development concurrently, with the 
aim of completing them in the order in which they were needed, in 
ample time to permit the work to proceed without delay on that 
account. However, the incidence of the Korean War in June 1950. 
was soon reflected in rapidly rising prices, in reluctance of prospective 
bidders to make forward commitments at fixed prices, and in difficulties 
in the procurement of materials, equipment, and supplies, due {o 
shortages reported from the usual sources of supply. 

In an attempt to counter these unfavorable developments, the 
Commission directed and supervised a review of the specifications and 
drawings in November 1950, so as to simplify and reduce the costs of 
work required and to substitute cheaper materials for more expensive 
ones whenever that could be done without intolerable detriment to the 
project. The reductions in cost were estimated to be about $250,000 
at the prices then prevailing. However, the rise in prices continued, 
and the effects of other adverse factors have not diminished. As an 
over-all result, it has become impossible to complete the project in an 
acceptable manner within the time and costs originally contemplated. 


TOTAL ESTIMATED COST 


With all reductions in costs that it is deemed permissible to make, 
it is now estimated that the total cost will be $5,821,000, which is 
approximately 8 percent over the original estimate. Delays which 
cannot be made up will probably extend the period of construction | 
a slightly greater percentage. Notable among the unforeseen delays 
are: (a) A delay of 3 weeks in completion of the plans on account of 
necessary coordination with another project of urgent importance; 
(6) a delay of a month or more on account of revisions of November 
1950; and (c) cessation of work on plastering at a critical stage during 
a strike by plasterers in this locality from August 3 to August 20, 
1951, inclusive. 

t is submitted that in all the extraordinary circumstances en- 
countered, an overrun of 8 percent in the cost of construction reflects 
little discredit upon the execution of the project. Of the additional 
$421,000 required, an appropriation of $100,000 is contained in the 
Independent Offices Appropriation Act recently passed. 

The funds necessary for the satisfactory completion of the project 
ought to be provided promptly to avoid further delay and additional 
expense. 

COMPLETION DATE 


Senator Younc. When do you expect to have the building com- 
pleted and ready for occupancy? 

General Encerron. It is very difficult to prophesy at this stage. 
There is about 3 or 4 month’s work yet left. We are meeting shor'- 
ages daily in material that takes quite a little time to find, and pro- 
cure. A man who would put his finger on a date would be risking 
his reputation as a prophet. It would be 3 or 4 months. 

Senator Haypren. That would be early next year. 

General EpGerton. Four months would be in January. 

(Discussion off the record.) 
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Senator ELLENpDER. General, the estimate that you now have given 
us of $421,000 more than the original estimate, would you say that 
is the final say on it? 

General Epcrrron. Yes, sir. I have gone over this in person 
carefully. Mr. Reynolds and his organization developed it. 1 went 
over it and so did the Commission. It is a very conservative estimate. 
| think it is very sound. My own personal view is that there is some- 
what inadequate allowance for unpredictable expenses, but that is a 
matter of judgment. 

Senator ELLENDER. In making a final estimate, have you taken into 
consideration the fact that you may be further delayed in the com- 
pletion of this? 

General Encerron. No, we have not taken that very much into 
account. 

Senator ELLENDER. Suppose you are further delayed? 

General Epcerton. If we were further delayed and were not able 
to make some economies, we would be in a bad fix. 

Chairman McKe.iar. They should come to Congress right away. 

Senator ELLENDER. Is the rest of the work that you are now doing 
under contract? 

General Encerron. Yes, sir, it is nearly all under contract. 

Senator ELLENDER. So that any additional losses, if any were sus- 
tained, would be by the contractor and not by the—— 

General Encerron. Except that the general contract is on a cost- 
plus basis. So it is the labor and materials that count. 

Senator ELLENDER. That is the only way you could get it? 

General Epgerton. That is the only way. The contract had to be 
let before there was a detailed set of plans and specifications. No 
contractor could have bid on a lump-sum basis. 


CONTRACTOR’S FEE 


Senator ELLENDER. Was this cost based on the percentage of the 
amount of cost, or is it a flat fee? 

General Epgerton. It is a flat fee. We prequalified 15 contractors 
and invited them to bid on a set of specifications which stated what 
they would do for their fee. They were invited to compete on the fee. 
The low bidder was John McShain, Inc. at a fee of $100,000, and the 
high bidder was another firm at a fee of $950,000. That was the 
spread in the bidding. This fee is very moderate, indeed. 

Chairman McKe.uar. I just want to say this, and I am sorry 
Senator Martin is not here, but from the very beginning all members 
of the Board wanted this work done so that there could be no criticism 
of it at all. That is the way they have gone into this thing. We have 
said something about it in every meeting we have had, as the General 
knows, and I do not believe there will be the slightest reason for 
criticism in this contract. I would rather be licked publicly than to 
have any criticism on this matter. 

Senator Young. I am sure you have done a good job. 

Senator HaypEn. It seems to me remarkable that you could do 
the job in what amounts to practically 2 years and 2 months. It was 
quite an undertaking to do it, and do it right. 

Chairman McKetuar. If you had seen it a couple of months ago, 
you would have wondered more than you do now. 
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General Epcertron. The plans could not be completed until we 
had the dismantling done. If we had known what the building was 
like before we dismantled, we could have made the plans. 

Chairman McKe.iar. Have you finished with your statement? 

General Epgertron. Yes, sir. 

Chairman McKetiar. I want each and every member of this 
committee to ask any question in the world that arises in his mind 
about it. Everybody wants to be aboveboard in this matter. 

Senator SayrronsTaLty. Mr. Chairman, that is an awfully broad 
statement. 

Chairman McKetuar. I realize it is. 


RESERVE FOR UNPREDICTABLE COSTS 


Senator SaLToNsTaLL. May I follow it up by asking this one 
question. Why, when you are completing this building, should you 
have now, when vou are so near the end, a reserve for unpredictable 
costs of $21,700? Why should that not be eliminated? If we give 
you everything else, why do you need that? 

General EpGervron. In my judgment, it should be augmented rather 
than eliminated. There is still a million dollars’ worth of work or 
more to be done. Although a large part of it is at a fixed price, you 
come to conditions that have to be modified, because you cannot get 
precisely the materials specified, and you have to use something 
different. You find conditions that require some change. Anybody 
who has ever renovated his own house knows what the possibilitics 
are, as you near completion, in the way of unexpected developments. 

Chairman McKeiiar. Let me interrupt on that to ask Senator 
Saltonstall to look at page 6 under the letter “P’’, and I read: 


teserve for unpredictable costs. In placing any project in operation, there is a 
period during which the many and various mechanical and electrical systems and 
their equipment must be adjusted, correlated, and integrated. During this 
process, changes and replacements are necessary. These costs cannot be accu 


rately forecast: vet, every builder and owner knows that they are bound to occur 
and, having occurred, must be provided for. Likewise, oversights and omissions 
must be supplied when and as they materialize. 

I imagine that is what refers to the $21,000; is it not, General? 

General EnGerton. Yes, sir. 

Chairman McKe.uar. Is that not true also, Mr. Reynolds? 

ReyNnouips. Yes. We bad a very long discussion as to the 
amount that should be set up for unpredictable costs. In every pro}- 
ect that we have, we always start out with a substantial reserve for 
contingencies because every job we find does require some contin- 
gencies. We put this, Senator Saltonstall, just as low as we thought 
we could get by with. 

Senator SALTONSTALL. My only thought was that it is now running 
right up to the end; and, therefore, in the expenditure of this $300,000, 
there probably would not be $21,000 worth of unforeseen items. 

Mr. Reynoups. It is at the end where you run into a lot of them. 
Generally, on apy construction project, unforeseen foundation prob- 
lems is a first call on the contingency fund. The next one is where 
you are winding up the job. You find that this has been omitted 
and something has been done, and these must be correlated and tied 
together. That is where we run into the two main contingency items 
in construction, 
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Senator SatronstautL. May I ask what insurance and taxes do you 
have to set up in a project of this kind for the Government? I thought 
we insured ourselves. 

Mr. Reynoups. We have no insurance after a project is completed. 
The contractor normally, in bidding on a project, must include insur- 
anee for his own protection. 

Senator SatronsTaLu. And you are paying for that insurance? 
Mr. Reynotps. That is right. 
Chairman McKetuar. Any other questions? 


REASONS FOR ADDITIONAL COST 


Senator ELuenperR. General, you gave in your statement the 
reasons for the additional cost. Was any of this additional cost due 
to changes in the plans from that original conception? 

General Epcrerton. Yes, sir; there have been a good many changes 
in plans ever since the Commission started work, “changes of various 
kinds for which necessity was not foreseen until the work got along. 
There have been some additions and betterments, too. 

Senator ELtenprer. To what extent would you say that those 
changes caused the costs to rise more than the original estimate? 

General EpGertron. I would say that they did not cause them to 
rise as Much as the costs that arose out of the Korean War. Most 
of the expensive changes, which were optional, whether we should do 
this or that, were made in the early days by the Commission, when 
we were ahead of schedule, and ahead of the estimates. Then the 
Commission did authorize a substantial improvement on the third 
floor, which was badly needed, and was not included in the original 
estimates. It might not have been undertaken at all if it had not 
been thought that there would be ample savings to permit the work 
to be done within the or iginal appropriation, because we would 
not knowingly have gone beyond the original appropriation, of course. 

Senator ELLeNpER. Is it a fact that you made savings in the early 
part of this work with the result that you spent more on the third 
floor than you intended? 

General Epgrrtron. That is right. 

Senator ELLenper. What did that amount to? 

General Encerron. It is difficult to say what it would amount to 
in current costs. I think it would probably have amounted to— 
would you like to guess on that, Mr. Reynolds? 

Mr. Reynotps. I do not remember the figure. 

General Eoarertron. I would say about $200,000. 

Senator SALrToNSTALL. May I ask one more question, Mr. Chairman. 

Chairman McKe.uar. Yes; | want you to ask questions. 


RECEIPTS FROM SALE OF SOUVENIRS 


Senator SarronstaLut. How much receipts have you got from the 
sale of articles, approximately? 

General Epaurron. Approximately $37,000. 

Senator Savronstau. Is that all? 

General Epcerron. Yes, sir. We do not charge anything but the 
cost of handling. The mandate under which we operate is to dispose 
of these articles only at the costs of handling them. 


88249—51——61 
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Senator SatronstraLL. Mr. Chairman, may I make one very bric! 
statement off the record? 

Chairman McKe .uar. Yes, sir. 

(Discussion off the record.) 

Senator E_utenprerR. Did I misread or hear a misstatement? | 
thought you sell enough from the building to almost pay for the 
renovation. 

General Epcrerton. No, sir. 

Senator ELLENDER. I saw that somewhere. 

General Epcerron. You must have seen that in a newspaper. 

Senator ELLENDER. I am sure I did see it somewhere. 

General Epgrerron. Under the law we operate—— 

Senator ELLENDER. How much do you have left to dispose of? 

General Epcrerron. We are closing the program on the 30th of 
September. We have a substantial amount of fragments of stone, 
bricks, and pieces of wood that has not been sold. 

Senator Younc. Were these changes on the third floor the addition 
of new rooms? 

General EpGrertron. New rooms and bathrooms. The principal! 
change was to raise the four corners of the roof of the old third floor, 
which was added during the Coolidge regime in 1927. The best 
space, in the four corners, was not usable. The improvement was to 
raise the roof at the corners so that the entire floor space covered by 
the penthouse-type construction on the third floor would be usable, 
to add necessary bathrooms, and to revamp the whole floor. The 
third floor was not a dignified place before this work was undertaken. 
It was habitable, but certainly not dignified. 

Chairman McKe var. Are there any other questions, gentlemen’ 
We invite questions. I want questions, and the Commission feels 
that way, too. They would all like to have any questions that you 
would be interested in. 

Mr. Hayden, would you like to ask some? 

Senator Haypen. No. 

Senator Fereuson. Will this be the end of the expenditures on the 
White House? 

General Epcrerton. Yes, sir. 

Senator Feracuson. No unforeseen contingencies? 

General Epgrmrton. We have a modest allowance for them. | 
regard it as very small. 

Chairman McKe.uuar. They have an allowance of $21,000 for that 
purpose. 

Senator Fmrauson. When are you going to complete it? 

General Epcerrton. I think we have 3 or 4 months’ work yet to do 
It is difficult to set a precise date because we have difficulties in ob- 
‘taining materials and so on. ‘These may cause delays. If everything 
goes well, it might be 3 months. 

Senator Ferauson. You think the President can move in in 
months? ; 

General Epcrerton. That would be the very best. I would not be 
willing to set a date within any reasonable length of time and say thu! 
by this time we will be through, because there is a great deal yet to be 
done and many difficulties will arise. I am not sure when we wil 
finish. 
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Chairman McKetrar. Let me ask you this question: Would you 
be willing for anyone of this committee to come at any time they can? 

General Epcmrron. Yes, sir. 

Chairman McKetiar. Will you arrange for that? 

General Epcrerton. Yes, sir. 

Chairman McKeu.uar. Is there any Senator that has any question 
in his mind? 

Senator ELLENDER. Senator, there is only one thing I am a wee bit 
disappointed in, and that is this: When this building was first started, 
the planners made considerable savings, as the general says; and, 
because of the fact that they had these savings, they changed the plans 
and made it cost over $300,000 more than was originally expected it 
would cost. It might have been all right to do it, but we are now 
suffering for it, and for that reason we have to add $421,000 more than 
we anticipated. 

Senator Ferauson. Was that really added without the consent of 
the committee? 

General Epcertron. No; all the plans were approved by the 
Commission. It was the Commission’s addition. It was very 
necessary. One of the members of the Commission stated, when he 
had gone through the building, that the third floor—— 

Senator Fereuson. The point is that you would not have done that 
except for the savings you made originally. 

General EpGerton. It probably would not have been possible 
within the funds made available. 

Senator Fereuson. Of course not. That is always the case. I 
have never seen it fail yet. 

General Epcrerton. I would like to say, though, that there is no 
royal elegance in the building. It is in keeping with dignity, but there 
is nothing of elegance in this building that is not equaled in many, 
many a private home throughout the country. 

Chairman McKe ttar. It is not of a dance-hall variety. 

General Epcerton. It is not a mansion of superelegance. It is 
dignified and fine, but not too fine. I think any member of this com- 
mittee who had been passing on the plans at the time would have 
come to the same conclusions as the Commission did. 

Chairman McKe tar. Is there anything further, gentlemen? If 
there is any question that arises in your minds at any time between 
now and Saturday, let us know, because I want to go into the matter 
just as fully as it is possible to go into it, and I know these gentlemen 
do. 

Senator Youne. You are sure, General, this building will be ready 
by 1952? 

General Enecerton. Yes, sir; it will be ready in 1952, unless we fail 
to get the appropriation. 

Chairman ice We are very much obliged to you. 


General Epgrerton. Thank you, sir. 
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ADDITIONAL REPRESENTATIVES OF GENERAL SERVICES AD.- 
MINISTRATION PRESENT WERE RUSSELL FORBES, DEPUTY 
ADMINISTRATOR; J. H. MACOMBER, ASSOCIATE GENERAL 
COUNSEL; J. E. STRAWSER, BUDGET REPRESENTATIVE (PUBLIC 
BUILDINGS SERVICE); W. J. FORMAN, BUDGET REPRESENTA. 
TIVE (FEDERAL SUPPLY SERVICE); WALTER ROBERTSON, JrR.. 
BUDGET REPRESENTATIVE (NATIONAL ARCHIVES AND RECORDS 
SERVICE); AND A. J. DOYLE, BUDGET REPRESENTATIVE (EMER. 
GENCY PROCUREMENT SERVICE) 


AMENDMENTS TO BILL PASSED BY THE HOUSE 


Chairman McKe.tiar. Mr. Larson, will you proceed? 

Mr. Larson. Thank you, Senator McKellar and gentlemen of the 
committee. The item which you have just discussed was one of the 
four items that was submitted directly to the Senate, and is being 
considered by the Congress in this committee, In addition to that 
item there are three other items set forth in Document No. 58, which 
will likewise-be considered initially by this committee at this time. 

| would like, if it is permissible, to lay those items aside for a 
moment, and take up the regular appropriation bill, H. R. 5215. 

Chairman McKe.iar. Without objection that will be done. 

Mr. Larson. In that connection, I have four amendments which 
1 would like to discuss with the committee. Two of them involve the 
restoration of funds that were reduced by the House, and two of them 
do not involve the matter of funds at all but matters of language. 
Neither of the items involving funds are for any new operations or 
for operations which are not now being carried on within the Govern- 
ment. 

The first item is the matter of strategic and critical materials, 
which I refer to as amendment No. 1. 


STRATEGIC AND CRITICAL MATERIALS 


Amendment No. 1: This amendment applies to the appropriation 
for “Strategic and critical materials.” I direct the attention of 
the committee to the fact that this is the regular annual appropria- 
tion for this item for 1952. It was provided for in the amount of 
$1,000,000,000 as a one-line item in the budget totals for 1952. 
However, submission of the detailed appropriation request was de- 
ferred until a later date as stated on page 266 of the printed budget 

The estimate subsequently transmitted by the President amounted 
to $800,000,000. As passed by the House, the bill contains $790.- 
216,500, a reduction of $9,783,500 in the President’s estimate. I am 
not seeking either an increase or a restoration of the House reduction 
at this time. ‘The amount included in the bill will finance a program 
for continuing an orderly progress toward the stockpile objectives. 
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In reporting this item to the House, the Appropriations Committee 
indicated an application of the reduction of $9,783,500 to a few specific 
operating subactivities of the stockpile program. Confined to the 
narrow areas as indicated, the reduction is a total of 20.1 percent. 
This would so unbalance the operation of the program as to impair its 
over-all effectiveness. I am certain that the program objectives for 
1952 can be carried out without restoring any of the reduction made 
by the House so long as administrative discretion is permitted in 
applying the reduc tion. 

1 am asking the committee to include in its report on this bill a 
statement which will facilitate the use of adininistrative discretion in 
applying the reduction. Precedent for this request and concurrence 
on the part of the Senate Appropriations Committee is found on 
page 18 of the Senate report on our regular appropriation bill 
(S. Rept. 418, 82d Cong.). 

In the House report on this item, House Report No. 890, Eighty- 
second Congress, pages 26 and 27, the House stated: 

Strategic and critical materials —The pending supplemental estimate for the 
acquisition of strategic and critical materials in the sum of $800,000,000 is the 
initial 1952 request for funds for this purpose, submission of the estimate for 
stockpiling having been deferred until this time in order that the program might 
be coordinated with other similar defense needs. A total of $4.4 billion obliga- 
tional authority has been made available for this program up to the present time 
of which $2.9 billion was provided during the fiscal year 1951. In recommending 
an appropriation of $790,216,500, the committee has effected a saving of $9,783,500 
in the budget estimate. The reductions made have been applied in proportionate 
amounts to items for cost of refining and beneficiation, the cost of handling mate- 
rials, the construction of facilities, and the expense of operdtion. The full 
amount requested for the cost of materials to be purchased, consisting of $529,- 
988,007 in new funds and $200,000,000 for the liquidation of contract authoriza- 
tions previously granted, has been allowed by the committee. 


PROPOSED LANGUAGE TO BE INCLUDED IN SENATE REPORT 


Senator KNowLanpb. On the savings that you mention, is that a 
savings with the same volume of strategic material or does part of 
that saving grow out of the fact that you have accumulated less in 
the way of. strategic mater als for the stockpile? 

Mr. Larson. This “savi ing’ | am referring to now is a term used in 
the House report. They applied the term “saving” in reducing the 
$800,000,000 by $9,000,000 plus. I read all of the report to point 
out the items that the House specifically mentioned in effecting that 
saving, which are: the cost of refining and beneficiation, the cost of 
handling materials, the construction of facilities and the expense of 
operation. 

Of the $800,000,000, $58,000,000 covered those items. 

Senator SaALToNsTALL. What you are asking us to do is to strike 
out the effect of the House report to make no change in the items, 
but to have the Senate report say to you that the House report as to 
where these reductions should come from should be disregarded and 
give you discretion, is that it? 

Mr. Larson. That is correct. That is a better statement than I 
could make myself. 

Senator SatronstaLu. The House report has no legal effect, but 
it has a moral effect on you. That is the answer. 
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Mr. Larson. That is correct. We would not disregard the suc- 
gested action of the House report without first consulting with the 
Congress. That amounts to a reduction of slightly over 20 percent in 
the items affected. With the increased cost of warehousing and 
transportation and beneficiation, I would strongly urge that we be 
given the discretion as to how to apply the cut. 

Senator Fercuson. We cannot set aside the House report. All we 
can do would be to disagree with it. 

Mr. Larson. That is correct. 

Senator Fercuson. And then you have the Senate telling you one 
thing, and the House telling you something else. Then what are you 
going to do? 

Mr. Larson. Certainly I am not making any suggestion as to the 
language which the committee should use. I am merely pointing this 
out and asking if the committee concurs that they consider such lan- 
guage in its report as would indicate that difference. With that 
difference, I think, the conference report could reflect what would 
be desirable. 

Senator FerGuson. But we do not make a report on conferences, 
but the House does. 

Senator Haypen. We agree in conference on what the two Houses 
determine to do, and they state that in the report as a rule. 

Senator SatronstTaLu. Mr. Larson, would you not accomplish your 
objective better by writing a letter to Mr. Cannon for the use of the 
Appropriations Committee in the House, and offering to take it up 
with them and showing that you can stay within the amount but 
not in just the way they say? 

Mr. Larson. The opportunity for doing that has passed insofar as 
as the House taking any action is concerned. 

Senator Toye. But Mr. Larson, you could in conference. If such 
a letter was written, then the conference committee would have the 
benefit of the letter and more especially the Members of the Senate. 

Mr. Larson. That is correct, and I certainly would have no ob- 
jection to doing that. My purpose in bringing it up is to make a report 
of the matter and be guided by the wisdom of the committees of the 
Congress, and the Congress itself as to this expenditure. 

Senator SatronstaLu. Mr. Chairman, speaking as one member of 
the committee, I think it would be extremely helpful for a conference 
report if you would write a letter of some character to Mr. Cannon 
and send a copy to Senator McKellar, and we would have it. 

Mr. Larson. I appreciate that suggestion, Senator, and I will write 
the letter. 

Chairman McKetuar. Now, you better tell us what the justifica- 
tion of that item is. I believe the justification has been inserted. 


STOCKPILE PROGRAM 


Mr. Larson. It was my understanding from the staff that we 
would not go into that and I therefore did not bring the Munitions 
Board along, which is the body that makes up this scheuule of items 
to be put into the stockpile covered by the $800,000,000. That, of 
course, is covered in the justification in detail, that is, the material 
which we have furnished to the committee, including the items and 
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g the amounts that are to be contracted for under Public Law 520 fund 
le for the purpose of meeting stockpile objectives. 
in Senator Haypren. In general, what are they? 
id Mr. Larson. They constitute about 77 items, a list of which is in 
e ' — the back of the estimate on file with this committee 
: Senator Haypren. I mean the principal items. 
ve Mr. Larson. The principal items are rubber and manganese and 
tungsten and copper and zinc and lead and aluminum. 
Senator Haypen. The committee is fairly familiar with that list, I 


Kice 





le F think. 
u Chairman McKe.uar. Steel? 
Mr. Larson. No, Senator, we do not put any steel in the stockpile. 
6 Chairman McKetiar. You should put it in. 
IS Mr. Larson. It would be difficult to put it in now. 
l~ ; Chairman McKetuar. Mr. Larson, the rubber situation is not as 
it | critical now as it was 7 or 8 months ago? 
d Mr. Larson. In my opinion it is not, Senator, that is, speaking 
; from the standpoint of the amount of rubber we have been able to 
S, add to the stockpile during the fiscal year just past, and the rate at 
which we are adding now. However, that does not go to the situation 
8 » that is boiling of which we all know well in the rubber producing 
areas, and our source of rubber conceivably might be cut off at any 
Ir time, that is, the source of natural rubber. 
e Chairman McKe.tuar. But you do have some, so you are not en- 
p |  tirely without a stockpile of natural. Of course, your synthetic pro- 
it duction is now such that you can replace wherever it is possible to 
use synthetic rather than natural. 
8 Mr. Larson. That is correct, Senator. 
h LANGUAGE RESTRICTION ON EMPLOYEES ENGAGED IN PUBLICITY 


v ACTIVITIES 


)~ ; Senator Ferauson. I want tospeak about two items. You indicate 


i that you want more money for so-called publicity or information. 
e : Mr. Larson. No, sir. 

Senator Ferauson. You have not? 
f Mr. Larson. No, sir. 
e Senator SALTONSTALL. You want language changes? 
n Mr. Larson. Yes, sir. 

Senator Frrauson. That is what I mean. 

Q Mr. Larson. That is not for publicity. That is for the performance 


of responsibilities with which this agency is charged by statute, where 
- the employees come under classifications that were covered by the 
amendments reducing expenditures for strictly information officers or 
publicity officers, as you have indicated. 
Senator Fereuson. I am afraid that you have lost sight of what 
Congress was trying to do. 
e Mr. Larson. No; I do not think so, Senator. 
8 Senator Ferauson. Senator Byrd I think has this view, that there 
is too much money spent in the so-called information category. No 
matter what the use of the information is, you are forbidden from issu- 
ing pure propaganda to influence Congress. That is a statute now 
that is violated daily, but notwithstanding, that is the law. 
Mr. Larson. I say it is not violated by me, Senator. 


— et ee? 
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Senator Ferauson. Then you have the only Department that 
does not violate it. 

Mr. Larson. I cannot say as to that, but I say I am heartily in 
sympathy with that law, and I certainly would not indulge in mis- 
leading this committee or the Congress. 

Senator Fercuson. Here is what C ongress wants done. Congress 
wants the cost of information cut down. They are not saying it is 
nonessential or we would not give you 75 percent. 

Mr. Larson. What do you mean by ‘information’’? 

Senator Ferauson. | mean any information by the Government. 
Mr. Larson. Would you say that we should reduce the force that 
is necessary to get the information out to American businessmen, as 

to what the Government is buying? 

Senator Frrauson. Yes; I think you can reduce that force. | 
think the Congress knows that you can reduce it and still get it out. 

Mr. Larson. We have reduced it, in accordance with the reduction 
which the Congress has made. 


OFFICE SPACE REQUIREMENTS 


Senator Ferauson. We made a 25 percent reduction in all infor- 
mation. It is just like you come along on another item, we reduce the 
personnel 10 percent and then we find that you come in asking for 
more office space to put on more personnel. 

Mr. Larson. You are jumping from one item to another. 

Senator FerGcuson. They are both connected there, because we cut 
down the cost and then we find in supplemental bills that you come up 
and you, in fact, disregard what Congress is trying to do. 

Mr. Larson. No, Senator Ferguson. 

Senator Fercuson. How are you going to put on more personne! 
when we cut it 10 percent below the budget estimate? 

Mr. Larson. I do not have control over putting on any personnel 
whatsoever. 

Mr. Fercuson. But you have control over the rents? 

Mr. Larson. But I am required to furnish administrative working 
space for all the departments of the Government, and what people 
the departments put on is a matter between the Congress and the 
departments and the Bureau of the Budget. I can only take the 
figures that are given to me by the Bureau of the Budget, that indi- 
cate the programs for which Congress has provided funds. 

In the case that you are speaking about, in our amendment No. 
which is before you, if I may jump to that, by June 30, 1952, there will 
be 122,114 people for which we will have to provide space. As of 
June 30, 1951, there were, under the classifications covered by this 
amendment, 75,420. 

Senator Ferguson. How are you going to increase the payrolls 
when Congress decreases them? 

Mr. Larson. The Bureau of the Budget tells me to provide space 
for the Department of Defense and other defense programs for that 
many additional people, and all I can do, in order to carry out my 
responsibilities, which Congress put on me in Publie Law 152 and its 
amendments, and Reorganization Plan No. 18, which turned over 
the administrative space in its entirety, except for Post Office space 
exclusively used as such, to the General Services Administration, in 
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order that the Congress would deal with what the space situation 
was, and it Would be in one item in the budget so you could measure 
it, | have no alternative but to ask the Congress to provide funds so 
that I can provide space for those people. That is my responsibility. 
They are going to be put to work and the program has to be carried 
out. 

Senator Frrauson. How can you add to the payroll when we cut 
10 percent below the budget? On what philosophy are they going 
to need more space? We cut the payroll. 

Mr. Larson. This particular item covers employment provided by 
an appropriation bill which is now before the Congress, to which 
the Ferguson-Jensen amendments were not applied. 

Senator Fercuson. You say they have not applied the amend- 
ments? 

Mr. Larson. The space that we are asking for now, Senator, is the 
additional space required by the Department of Defense and related 
agencies, to perform functions assigned to them under the defense 
program since Korea, and as of today, the Congress—— 

Senator FrerGuson. What about the space you might get from a 
reduction of personnel? Are you figuring that? 

Mr. Larson. There is no space generated—— 

Senator FerGuson. You mean that this 10 percent cut, the Jensen- 
Ferguson amendment, does not give you any space? 

Mr. Larson. Practically none, sir. Much of the cut is applied to 
vacancies, in many Departments it applies to employment in 1952 
budget estimates and for some agencies it does not apply at all. 

Senator Fera@uson. It has no application at all? 

Mr. Larson. It does not give any usable blocks of space, because 
that cut is usually made in small units. You cannot save any sub- 
stantial amounts of space by taking an office with 10 people in it and 
taking out 1 person. That does not generate any space, as a prac- 
tical matter. You just do not gain any space that way. 

Senator Ferauson. You always want space when you add two. 
You come in and you say you want space, when you add people in 
the various Departments. Why do you not get space when you 
subtract? 


OFFICE SPACE FOR DEFENSE ACTIVITIES 


Mr. Larson. I do not add anything. The Bureau of the Budget 
told me that the Congress provided funds for the employment of 
75,420 in the Department of Defense and related activities. The 
following agencies: Selective Service, Justice Department, certain 
activities of the State Department, Atomic Energy Commission, 
Subversive Control Board, Federal Civil Defense, Coast Guard, 
National Security Resources Board and the Department of Defense 
have added 75,420 people working on new or expanded defense 
programs since Korea. 

That increase started in the middle of last year and the Congress 
gave us $15 million plus to find that space, and under appropriations 
by continuing resolutions we are still spending at that rate. 

Now the Bureau of the Budget says that under programs that have 
been appropriated for these agencies, that will increase from 75,420 
to 122,114 during 1952. 
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I am saying that I cannot provide this space, the General Servjcos 
Administration cannot provide the additional space for those ai- 
ditional people and continue to provide space for the 75,000-plis 
that are now employed in these programs, without this appropriation 
which we are requesting for that purpose. I do not add the people. 
the Congress provides for the additions in appropriations to the other 
agencies. 

Senator Fercuson. You are asking for $21,000,000 for additiona| 
space this year. 

AMOUNT REQUESTED 


Mr. Larson. No; I am asking for $35,772,000. All that is not 
entirely for space, but it relates to space, because it covers $325 ,((() 
administrative expenses and microfilming of vital records $364,000 

Senator, where your $21,000,000 comes in, this item was original!) 
submitted for $42,778,000 but the House committee reported it at 
$21,000,000. Our estimate has been reduced since the House acted. 
from $42,778,000 to the figure which I indicated, $35,772,000. 

Now, the House committee cut the $42,000,000 figure in half and 
reported out $21,000,000, and in its report it indicated that it would 
like to have another look at it, but, on the floor of the House, amend- 
ments were adopted that cut out the entire $21,000,000. 

Senator Ferauson. I understand that. 

Mr. Larson. We are now spending at the rate of $16,000,000 for 
space for these 75,000 people as of June 30, 1951, and the departments 
have approved programs that require a total of 122,000 people by June 
30, 1952. 

Senator Frrauson. How many of these 122,000, the difference 
between the 75,000 already on the payroll, and those to be added, 
will be added in Washington? 

Mr. Larson. The table on page 14 of the submission sets that out 
in detail by agency. There will be a total of 33,875 by the end of the 
fiscal year in Washington. Now there are 24,873. In the field there 
are now 50,547. By the end of June 1952, 88,239. 


PERSONNEL REDUCTIONS UNDER JENSEN-FERGUSON AMENDMENT 


Senator Ferauson. Do you know how many people have been laid 
off under the Jensen-Ferguson amendment? 

Mr. Larson. No; I do not, Senator, and I would not have that 
information, except as it applies to my own agency. 

Senator Ferguson. How many in your agency? 

Mr. Larson. And I would not know how many to attribute to the 
amendment. But the total number of people that have been reduced 
in the General Services Administration in order to live within the 
appropriations which the Congress has made and already enacted 
in the independent offices appropriation bill, when completed, will 
alnount to approximately 2,400 people. 

Senator Ferauson. “When completed’’—how many up to date? 
How many have you reduced up to date? 

Mr. Larson. All of them have received their notices. 

Senator Ferauson. Now you say that the fact that 2,400 people 
are laid off in your department gives you no space? 
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Mr. Larson. Because about 75 percent of the operating expense fund 
appropriated to the General Services Administration is for the opera- 
tion of public buildings. Therefore, 75 percent of those that were 
reduced did not need space. 

Senator Fercuson. All right, but how many were using space? 

Mr. Larson. I could not say exactly how many generated space and 
how many did not. 

Senator Frrauson. If this Congress is going to appropriate con- 
tinually for space, building new Government buildings, we are never 
going to cut the Government payroll. 

Mr. Larson. If the Congress keeps oa approving programs that 
permit the addition of people in other agencies, you are not going 
to relieve me of coming up here and asking’ you for funds for providing 
the space. This is not something that I cook up and like to do, but it 
is my responsibility to furmsh space. I am having to cut it down to 
90 square feet per person. I am operating only on cleaning the build- 
ings 3 days a week. I have had to cut my services, which I am not 
complaining about. That is the program which the Congress adopted 
and you are going to hear no complaints from me in carrying it out. 
| am not complaining and I am not stating that. But I am indi- 
cating to you that we are a service organization, we are governed by 
the programs which the Congress adopts, and I am sure that this 
committee and the Congress and the people of this country do not 
want us to create wor king conditions for Federal employees, as long 
as you are going to provide for their being put on; that will be unhealth- 
ful or that will not be in keeping with the dignity that working people 
are entitled to have. 

Senator Ture. In other words, you mean the new defense depart- 
ments, and the Price Administrator’s office and all of this is the 
responsibility that falls upon you to provide office space for, and 
provide for the costs of housekeeping of office space and so forth? 

Mr. Larson. That is correct, Senator. Those agencies which 
you mentioned last, fall under another appropriation item. 

Senator Tuyr. They are not included in this? 

Mr. Larson. This is for emergency expansion of certain regular 
agencies of the Government. 

Senator Torr. Then Senator Ferguson is right, that if the personnel 
is reduced, it should require less office space? 

Mr. Larson. But this is for personnel that are not covered by the 
regular appropriation bills. They are provided for by defense 
appropriations to which the amendment did not apply. 

Chairman McKeuuar. Are there any further questions, gentlemen? 


EMERGENCY OPERATING EXPENSES 


Mr. Larson. We have skipped around, Senator, on those items. 
I would like to go back and round out at the ple asure of the committee. 

First, in order-to clear the record at this point, I would like to ask 
Commissioner Reynolds, of Public Buildings, to make some comment 
on Senator Ferguson’s queries, and whatever I might have said in 
reply to them. He is closer to the public buildings picture than I am 
and is well known to this committee. I would like at this point in the 
record to have the committee bear from him, if that is satisfactory, 
Senator McKellar. 
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Chairman McKetiar. All right, Mr. Reynolds. 

Mr. Reyno.ps. This appropriation request that Senator Ferguson 
referred to is for “Emergency Operating Expenses.”’ It is separate 
from the regular “Operating Expenses” appropriation, as normally 
set by the Congress. 

Senator Ferauson. What T am getting at, and I want to make it 
clear on this record is that we find every time we get in an emergency, 
we add onto the payroll to take care of the emergency, even though it 
is displacing our civilian economy and eve srything else, and we never 
get a reduc tion at the end of it, and that is exactly what we find here, 
by the reduction of the payroll. 

We find now it is the claim of the Government that by taking people 
off the payroll you get no space, but every time you add a = on 
the payroll you must have more space. It just is not logic to me. 

Mr. Reynoups. Could I elaborate on that point? 

Senator Fereuson. Yes; I want you to answer. That is why I 
made the statement. 

Mr. Reyno.ps. In the regular appropriations, we asked for funds 
to provide for space for the normal operations of Government and the 
request was $114,400,000. 

Senator Fereuson. When you are in an emergency you do not 
have all those normal operations of Government, “that is the point, 
and we cannot get any agency to see that. They want to add for 
the emergency but they do not want to subtract, because they do not 
have the normal things to carry on. 


MAINTENANCE EMPLOYEES 


Mr. Reynotps. We were asking only for the people that would be 
on the rolls in 1951 under regular appropriation acts. 

If I may be permitted to outline this thing in general | think you 
will understand it a little better. 

We asked for $114,400,000. The House committee reduced that to 
$109,000,000. It was passed by the House at $109,000,000. This 
committee reduced it to $107,000,000. Senator Douglas on the floor, 
by amendment, reduced it to $100,000,000. 

Then it went to conference and came out $104,500,000, just split 
in two. That required us to immediately discharge about 18 percent 
of the people that were cleaning our buildings and so forth. 

We go on a 2- to 3-day a week operation, 2 2 days a week. We clean 
windows once a year. We do away with all preventative maintenance 
on mechanical equipment and things of that sort. As soon as space 
becomes vacant, we immediately move to contract in that space so 
that we can save rentals and save on operation, but our difficulty, 
Senator, is simply this: for us to catch up with these moves, costs us 
from 75 cents to $2 a square foot. 

Now, if you have an agency that has 500 people in it, 50 people go 
out under the 10 percent cut. Then you have to piek up those areas 
around town before you can start moving. But we did not have any 
money in our estimate to pay the expense of such moves. To try to 
collect. all of the small pieces of vacated space together is extremely 
difficult and you have a time lag of at least 6 months before space 
savings materialize. 
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Now, the Congress and the budget have chosen to handle all emer- 
gency payrolls or emergency space under an appropriation separate 
from the regular items, so that it can be set out by itself, so that you 
can wateh and see what the emergency expense amounts to, and that 
is what is before vou todav. 

As of July 1, 1951, we were providing space for 75,000 people—— 

Senator Ferguson. You say we gave you $104,000,000. Now you 
come in with a supplemental before the ink is dry, and you say you 
cannot get along on $104,000,000. 

Mr. Reynoups. This is not a supplemental. This is a regular 
annual appropriation, set up separately for space for emergency 
agencies. It was handled as a separate appropriation last year. It 
has nothing to do with the normal operations of Government. It was 
set up so that the Congress could see what the emergency operations 
in the defense effort were costing. It has never been commingled 
with our regular appropriation in any sense whatever. It was handled 
by this Committee as an annual appropriation last year. We are 
spending at the rate of $16,000,000 per year as of July 1, 1951. Now 
we are operating on a month-to-month basis under the continuing 
resolutions. When they expire, we will have over 75,000 people 
occupying space and not one cent to pay for it, unless this item is 
restored to the bill. 

Senator Ferguson. What do you do if you do not have space? You 
discharge the employees? Is that what happens in Government, or 
do you keep them on without space and pay them? 

Mr. Reynoups. We have no control over the people for whom we 
are providing space for other Government agencies under this item. 
Senator Ferguson. What do you do if you do not give them space? 


SPACE UTILIZATION 


Mr. Reynoups. The 10 percent amendment reduction on personnel, 
to us, means absolutely nothing, because the appropriation governs 
the number of people and we have had to cut 17 and 18 percent in 
a lot of our operations. Our costs of operation are well below that 
of private practice, even though they have cut back also. They 
have been required to cut back, too, but we are still below them. 

There are some people in certain areas, working with 35 and 40 
square feet per person. The whole Defense Department, including 
the top staff, and everything else, is operating under less than 85 
square feet per person. 

Senator Ferguson. Do you mean that Defense is using more space 
than it did during the height of the war? 

Mr. Reynotps. No. 

Senator Ferauson. Then why do they not have the space? They 
have the Pentagon Building and all these other buildings. 

Mr. Reynoups. You relate the space to the number of people, 
and they are operating well below, in square feet per person, about 
15 square feet per person less than operated at the peak of the last 
World War; when everything was very congested. There is 15 square 
feet per person less. 

Mr. Larson. At the height of the war we were, in the District of 
Columbia, renting about 7,000,000 square feet of space, whereas today 
we are renting only about 3,225,000 square feet. 
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Senator Ferauson. I was talking about defense. 

Mr. Larson. That includes defense, and everything. We have 
the same public buildings, plus a new one, the General Aci counting 
Office Building. 

Senator Fercuson. Is that all oce upied by General Accounting 
Office? 

Mr. Reynoups. No. ‘The General Accounting Office did a mag- 
nificent job. Lindsay Warren moved into that building before it 
was finished, so that we could utilize his old building. He worked 
under adverse conditions. He has been able to clear three floors of 
that building for DPA and NPA and agencies like that. He is 
operating at less than 90 square feet per person and in that building 
you see the desks just about as close as possible. 

Senator Ferauson. I do not think there is a Senator’s office here 
that gets 90 square feet per person for his employees. 

Mr. Larson. You probably would have much more than 90 
square feet if you averaged out the space, though, and we are speak- 
ing on average space, inciuding all offices, conference rooms, and that 
sort of space. 

Mr. Reynoxps. Another point is this, Senator. Say you have 10 
people in your office, and you take 1 out. How are you going to 
take advantage of that space? 

Senator Fercuson. But the trouble is, you say every time you 
add one you have to have more space. 

Mr. Krynoups. No; we have not. We have crowded up and 
crowaed up and crowded up. That is the reason we think our 
estimates are ultraconservative. It is no ambition on our part to 
spend money, Senator. 

Mr. Larson. If we had not crowded up, this item would be twice 
what it isnow. It would have to be. 

Mr. Reynowps. Space is much better used under our control now, 
far better used than it was during the last World War. 

Mr. Larson. Because it is under central control. That is what 
the Congress wanted when the y er the General Services and 
passed Reorganization Plan No. 

Senator Ferecuson. Those are al the questions I have, Mr. Chair- 


man. 
Chairman McKetuar. Are there any other questions gentleman? 


FURTHER DISCUSSION ON INFORMATION 


Mr. Larson. I think, Senator McKellar, I have said about all 
possibly can on this matter of clearing up the use of classified informa- 
tion offices in the National Archives operations, in the statutory 
operations of the Government, and the officers that are required to 
get out information to the manufacturers of this country, particular!) 
small business enterprises, for the purpose of participating in Govern- 
ment business. Now that is all I have to say about that amendment. 
I have two more amendments here which I have not spoken to. 

Senator Youna. May I ask a question on the program you have for 
getting information out to industry? How badly is that affected here’ 

Mr. Larson. It will ¢ ripple me to the point where I cannot partici- 
pate any if I have to reduce another 15 percent. I have only one man 
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operating on that in each regional office. I cannot operate on any 
less without cutting the program out. 

Senator Youna@. You operate all that program for information? 

Mr. Larson. No; the Department of Commerce operates some of 
the same thing, but for my Department I do, for what we buy. 

Senator Young. Do you have munitions under you or do they 
operate separately? 

Mr. Larson. The Munitions Board does not operate under me. 
That is military. I have only the civilian operation. 

Chairman McKetiar. The committee will take a recess until 
2 o'clock. 

AFTER RECUSS 


Chairman McKetiar. The committee will come to order and, Mr. 
Larson, vou may resume where you left off when we recessed. 

Mr. Larson. I had covered, I think to the satisfaction of the com- 
mittee, the item on Strategic and Critical Materials. That was the 
language change that I was asking. 


OPERATING EXPENSES 


Now, amendment No. 2 is another item that primarily Mr. Reynolds 
is concerned with. I would like to make this brief statement on 
amendment No. 2: 

This amendment concerns a supplemental request applying to the 
regular annual appropriation for operating expenses of the General 
Services Administration for 1952 

One of the economic assumptions established by the President on 
June 30, 1950, to govern the preparation of estimates for 1952 was 
the following: 

“Prices will be at approximately the July 1950 level.” Conse- 
quently, the estimate for operating expenses as well as others of GSA, 
was based on July 1950 prices. 

[t is well known that, due to the gradual inflationary conditions 
caused by the international situation, prices which must be currently 
paid for common commodities and equipment, and for rents and 
utilities are substantially greater than in July 1950. In fact the 
commodity price index of the Department of Labor shows an increase 
of 12.6 per cent as of June 30, 1951, which was the latest index pub- 
lised at the time that the estimate for this supplemental request was 
prepared, 

The original operating expenses budget for 1952 as transmitted by 
the President included some $36 million for rents and utilities, $5 mil- 
lion for supplies and materials, and $1,650,055 for equipment, almost 
all of which was required in the management of building space oc- 
cupied by the Government. 

In order to bring the budget for 1952 up to date pricewise, a sup- 
plemental increase 1n appropriations is necessary, which would provide 
un additional amount of $2,290,700 for rents and utilities, $570,900 
lor supplies, and $188,400 for equipment. Such an estimate, totaling 
53,050,000, was transmitted to the Congress by the President as 
House Document No. 211, Eighty-second Congress. 

Tt his item was reported by the House Appropriations Committee at 

2,500,000, no explanation being given for the reduction of $550,000 
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from the estimate. Subsequently, the House struck the item from the 
bill, the only reason apparent from the debate on the bill being the 
allegation that the item provided financing for additional space 
That, of course, is not a fact. 

The estimate is based on increased cost of leases for space which was 
occupied during 1951 for which negotiations for 1952 resulted in 
increases over the rates prevailing in 1951. For supplies and equip- 
ment the estimate provides for only the 12.6 percent increase from 
July 1950 to July 1951 of the Department of Labor Index in spite of 
increases of 20 to 60 percent in some items which must be purchased 
and used regularly. 

I am requesting that this committee consider this item as trans- 
mitted to the Congress by the President and permit us to defend | 
completely with a view toward justifying the necessity for the item 
as a whole, as well as the amounts for each of the component parts of 
the estimate. 

Senator Corpon. You are referring now to new rentals that you 
must secure? 

Mr. Larson. New rental rates for leases included in the 1952 esti- 
mates. 

HOUSE ACTION 


The House acted on this item and reduced this sum by $550,000 
to $2,500,000, and then in the confused debate that took place on the 
floor it is apparent that some Members of the House mistook this item 
as calling for an appropriation for additional space that does not exist 
That is not the case, as I have set forth in my explanation, a copy of 
which you have before you, and which I would like to be included in 
the record. 

Chairman McKetiar. Without objection, that will be done. 

(The information referred to is as follows:) 


GENERAL SERVICES ADMINISTRATION 


Amendment No. 2—Operating expenses 


Estimate transmitted by the President . $38, 050, 000 
Provision in bill as passed by the House , 0) 

teduction made by House__.- _. 8, 050, 000 
Restoration requested ; Pus Poa . 8, 050, 000 


(1952 House hearings, pt. 3, pp. 38 to 40) 


Amendment: Page 10, after line 14, insert ‘‘Operating expenses.’”? On thi 
succeeding line insert: “‘For an additional amount for ‘Operating expenses, 
General Services Administration,’ $3,050,000.” 


HOUSE REPORT NO. 89, (82D CONG., P. 27) 


“Operating expenses.—The committee considered a supplemental estimate of 
$3,050,000 for operating expenses in connection. with the rental, maintenance, 
and operation of buildings by the General Services Administration. ‘The com- 
mittee has effected a reduction of $550,000 in allowing a total of $2,500,000 for 
this purpose. Increases required for leases renewed since July 1, 1951, and the 
increased costs of electric power, supplies, and equipment make necessary appro- 
priation of the additional sum recommended in the bill.” 

The House Report gave no indication of why the estimate of $3,050,000 was 
reduced by $550,000, nor is it believed that the reduction is consistent with thi 
explanation and documentation supplied in justification of the original estimate. 
However, this entire item was subsequently deleted on the floor of the House. 








SUPPLEMENTAL APPROPRIATIONS FOR 1952 975 


It is hoped that the committee has had an opportunity to examine the copies 
of the estimate and justification which were sent to them August 1, 1951, and it 
is requested that the item be reinstated in the bill in the full amount of the esti- 
mate as transmitted by the President. 

References to this item during the debate on the bill as reported in the Congres- 
sional Record are quoted below with appropriate explanation supplied, as several 
of these statements were misleading and may have had weight in the 85-to-59 
decision to strike the item from the bill. 


EXCERPTS FROM THE CONGRESSIONAL RECORD OF AUGUST 20, 1951, RELATING TO 
THIS ITEM 

1. Page 10577, column 3 

“Mr. Paruures.* * * I think I shall offeran amendment myself to take out 
the item of $2,500,000 on page 10 * * * because there is no justification for 
those items at the present time.* First of all, they are to provide additional space 
for agencies in which we are trying to reduce the personnel, and, second, there is 
no reason why they should be here today. They could just as well come in here 
in September or even in January.” 
2, Page 10602, column 2 

“Mr. Puruuips. Mr. Chairman, I offer an amendment. 

“The Clerk read as follows: 

“Amendment offered by Mr. Phillips: On page 10, line 19, strike out lines 19 
20, and 21.’”’ (Later carried by vote of 85 to 59.) 


’ 


> 


8. Page 10602, column 8 


“Mr. Putuurpes. * * * Theitem now before you allows an additional amount 
of money for utilities for the space which the General Services expect to supply 
to new employees who will be added to the agencies between now and the end of 
the vear. 

“Mr. Tuomas. Mr. Chairman, I rise in opposition to the pending amendment. 

“Mr. Chairman, there was an estimate submitted to the committee of 
$3,050,000. The committee granted $2,500,000, a cut of $550,000. 

“This has nothing to do with personnel. These are fixed items and they are 
as follows: Increase in rental rates. There is not a man on this floor who has 
not noticed in the newspapers in the last 60 to 90 days that in a good many of the 
larger cities and in a good many of the medium sized towns rental rates are going 
up to private industry as well as to the Government. No one can doubt that. 
We have also noticed where utility rates are going up. You have noticed it not 
only in your own home town but you have noticed it in the Distreit of Columbia 
and in the other cities throughout the country. 

“This estimate was based upon $2,100,000 for increased rental rates. Those 
rates have gone up anywhere from 10 to 15 percent, in some instances 17 percent. 
You have an increase in utility rates of $210,000. Then there is soap, brooms, 
mops, and all other supplies and materials that go into every building regardless 
of whether it is operated by the Government or by private industry. All these 
increased costs are fixed costs. We cut this by $500,000. 

“If you want the Government to violate its obligations on fixed contracts, and 
send the landlords over to the Court of Claims in order to get their money, and of 
course, they will, because this is for fixed obligations by the United States, then 
vote for this amendment. 

“Mr. Chairman, this is no place to cut. We have already trimmed this per- 
haps more than it should have been cut, but it is a fixed obligation.” 


EXPLANATION AND CLARIFICATION OF FOREGOING STATEMENTS 


Excerpt No. 1.—The item referred to on page 10 of the bill as reported to the 
House was $2,500,000 for “Operating expenses, GSA.’’ No appreciable increases 
in quantities of space, power, supplies or equipment are included; in fact, quan- 
tities of supplies and equipment are less than in the annual estimate. This item 
is confined to increases in rental rates in 1952 for space occupied by regular 
Federal agencies during 1951, an increase in power rates in the District of 
Columbia, and increased costs of supplies and equipment over the base for July 
1950, on which the annual estimates were computed by direction of the President. 

As to why this estimate was submitted at this time rather than in September 
or January, the committee will recall that in the General Appropriation Act, 1951, 
section 1211 became permanent legislation. It prohibited deficit spending on the 
penalty of prison and fine. It should be apparent that additional expenses 


&8249—51——--62 
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approximating 3 percent cannot be absorbed in an operating-expense appropria- 
tion which has already been slashed 10 percent, of which some 7 percent was 
below the continuing rate as of June 30, 1951. It is the type of deficiency of 
which the Congress has always wanted to be informed, either before the necessity 
for it occurs or at the first opportunity. 

The increases covered by the estimate are real, not anticipated, and they are 
being paid for now at a rate that will incur a deficiency or necessitate reductions 
in the operating programs below those contemplated in the annual appropriation 
for 1952. 

Excerpt No. 2.—As was stated in the explanation of the previous statement, 
this item does not provide for any more of anything. It provides solely for 
increased prices currently in effect on, in some instances, even smaller quantities 
by almost 10 percent below those included in the annual estimate for ‘‘Operating 
expenses,’ 1952. 

Excerpt No. 3.—This is a very fine summation of the purpose of this estimate. 
Particular emphasis is pointed to the next to the last paragraph. Leases for 
space have been entered into, the power contract in the District of Columbia is 
in effect by order of the Public Utilities Commission, and orders are being placed 
daily for a minimum of supplies and equipment essential to operations, but at 
price increases consistent with the national economy. All of these added expenses 
are in the nature of deficit financing. They have been honestly presented to the 
Congress and at the earliest opportunity. 


BREAKDOWN OF OPERATING EXPENSES 


\ir. Larson. This is for leases which are in the appropriation 
which the Senate has already passed, brought about as a result of 
increased rental rates, utility rates, supply and equipment items, for 
which we are responsible. I would like to have Mr. Reynolds speak 
to that item at this time. 

Chairman McKeuuar. All right, Mr. Reynolds, go ahead. 

Mr. Reynoups. The $3,050,000 is broken down in this fashion: 
Increased rental rates $2,080,700; increased utilitv rates, $210,000; 
increased cost of supplies and materials, $570,900; increased cost of 
equipment, $188,400; or a total of $3,050,000. 

We have made a tabulation of the leases, an actual detailed tabula- 
tion of the leases that we are required to pay, starting July 


UTILITIES EXPENSES 


Chairman McKe.iar. Would vou mind telling us how you come 
in in connection with utility rates? 

Mr. Reynotps. We have to provide electricity and things of that 
sort in all these buildings. There has been an increase 1n utility 
rates, granted by the utility commissions, and these are actual pay- 
ments that we will be required to make, and which were not reflected 
in our base appropriation because the Bureau of the Budget directed 
us to use July 1950 prices and rates. 

Senator Corvon. All over the United States? 

Mr. Reynoups. All over. 

Senator Corvon. | notice a statement here to the effect that the 
Commodity Price Index of the Department of Labor shows an increase 
of 12.6 percent es of July 30, 1951. Is that 12.6 percent over the 
figures of July 1950, or what? 

Mr. Reynoups. It is over July 1950. Their wholesale index as of 
July 1950, is 151.5. In July 1951 it was 170.5, or a percentage increase 
of 12.6. 

Senator Corpvon. To what extent are these figures that you gave 
us based on precise figures and to what extent on estimates? 
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Mr. Reynoups. The increased costs of supplies and materials’ and 
equipment is based upon the official Department of Labor index rate. 
The imereases in rents and utilities are based on precise and detailed 
information. 

Senator Corpon. That is $2,080,000? 

Mr. Reynoups. It is $2,290,700 out of the $3,050,000. 

Senator Corvon. All that includes utilities? 

Mr. Reynouips. That is right. The rental rate increase is 
$2,080,700. 

Senator Corpon. Were you faced with a hold-up in connection 
with those increases or were they increases that represented a fair 
comparison with other areas? 

Mr. Reynoups. We figured they were fair, before we entered into 
them. If they were not fair, why, we had the right of condemnation. 
But actually it is a large number of small leases, and we do not like 
to resort to condemnation if we can get reasonable figures. 

Chairman McKeuiar. Mr. Reynolds, I suppose this is a matter of 
bookkeeping, but what sort of arrangements do we have for payments 
to those utility companies where we use their power? 

Mr. Reynotps. Of course, General Services has a Utility Branch 
which is attached to Public Buildings Service, and they are watching 
these rates all the time. They appear before the various commis- 
sions. We accept the findings of the utility commissions as to the 
rates. For instance, if we think they are too high, as we found 
recently in some cases in New Jersey, we appeared before the Utilities 
Commission, and it was argued and the rates were reduced over what 
they proposed. We saved quite a considerable amount of money by 
just simply appearing there as expert witnesses. 

Mr. Larson. Senator, were you asking about Government-owned 
utilities? 

Chairman McKetriar. Yes, Government-owned utilities, such as 
the Tennessee Valley Authority. 

What I want to know is: Where the Government owns an electric 
plant, like the TVA, what they are charged? 1 imagine, as a book- 
keeping matter, they would be charged, but 1 wonder what that 
charge is. 

Senator Corpvon. The public utility does not deliver its power to 
ihe Government consumers anywhere. 

Chairman McKe uuar. I believe it is turned over to municipalities, 
ordimarily. 

Mr. Reynoups. That is right. We pay the rate established for 
the local utility companies by public utilities commissions. 

Chairman McKe.uar. That satisfies me. You go ahead. 


RENTAL RATES 


Senator Corpon. I notice that in the same city, in some cases, you 
have the same rate prevailing for one property and rate double for 
another in the same place. ‘That would indicate that in some places 
they just simply put a gun at your head and say, “Pay twice as 
much’? 

Mr. Reynoxtps. I would not say that that is a general rule. I 
would say that the rates that we pay as a rule are less than paid by 
private enterprise. 
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Sehator Corpon. | am speaking of the rate you did pay and thx 
rate you are now paying. For instance, at the city hall in Med- 
ford, Oreg., the rate per square foot in 1951 was 73 cents and in 
1952 it was $1.45. 

Mr. Reyno.tps. I would not know of that particular case, but | 
presume probably the 73-cent rate had been one that was carried 
over for a good number of years and they just finally told us we 
would have to pay what is the fair market value or they would not 
give it to us any more. 

Senator Corpon. On the other hand, you have in Portland $3.05 
in 1951 in one item cut to $2.66 in 1952; $2.51 raised only to $2.77; 
$3.03 reduced to $2.85; $3.57, the same. ‘There is some pattern 
running through those, but some others do not seem to have it. 

Chairman McKewtuar. Will you be good enough to look that up 
and give us a statement? 

Mr. Reynoutps. We shall be very glad to look up the Medford 
case. Itisasmallitem. You get variations in small items, of course, 

(The information referred to 1s as follows:) 


REPORT ON THE MEpFORD, OREs., OrricE Spacek RENTAL 


Rooms 6, 7, 8, and 9 on the second floor of the City Hall Building, Medford, 
Oreg., containing approximately 1,320 square feet of usable office space was 
leased to the Government for the period July 1, 1947, to June 30, 1948, and 
renewable from vear to year to June 30, 1951, at the rate of $80 per month. Under 
the terms and provisions of the lease the city furnished to the Government 
in the space electric lights, water, heat and janitor service, and also equipped 
the windows with venetian blinds. 

Prior to the expiration of the lease on June 30, 1951, representatives of the city 
of Medford advised the GSA, as well as the tenant, that the city council has met 
on February 6 and agreed that they could no longer lease the subject space at 
the very low rate that had prevailed since 1947, and that the rate would be 
doubled. In April of 1951 we advertised for bids for space to accommodate the 
Federal office located in the City Hall Building. Bids vere opened on April 26. 
The bid of the city was the only bid reeeived under the solicitation. It provided 
for the continued leasing of the same space with the same services furnished and 
the rental rate being doubled. The rental rate of 73 cents per square foot that 
prevailed from July 1947 to June 30, 1951, was very reasonable. The rental rate 
prevailing for the period beginning July 1, 1951, is low. 


INCREASES IN RENTALS AND UTILITIES 


Senator ELLENDER. I notice from the debate on the House floor, 
Mr. Thomas, who handled this bill in the committee, took the position 
that this entire amount was to pay for increase in rentals and utilities. 

Is there any amount in that to pay for services other than increases? 

Mr. Reynotps. No; it is entirely increases. 


PERIOD OF LEASES 


Senator ELLENDER. What length of contracts do you have on these 
leases? 

Mr. Reynoups. This is only for the increase during this fiscal year 
1951. 

Senator ELLENDER. Do you not have them over a long term? 

Mr. Reynoxips. Where we have them over a long term which has 
not expired, there is no increase, and we did not include any amount 
for increase, but, the great proportion of our leases are 1-year leases. 
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Now we are more and more going into 3-year and 5-year leases outside 
the District of Columbia. 

Senator ELLenper. This estimate of yours is based on actual 
increased costs which you cannot evade? 

Mr. Reynovps. That is right. 


AFFECT IF ITEM IS NOT INCLUDED 


Senator E.LenpeR. If we fail to appropriate, that will give the 
lessor a right against the Government to proceed and collect his rent, 
as would be the case with any other lessee who failed to pay his rent? 

Mr. Reyno.ps. That is right. 

Senator ELLenpeR. To what extent, if anv, could the sum of 
$3,050,000 be in anywise cut? In other words, have you gotten to 
the bone now? 

Mr. Reynoups. Yes; this is absolute bone here. 

Senator ELLenpeER. So that when the House cut you $550,000, 
why, that money was necessary to pay for rentals that would ac ‘tually 
be due under existing contracts, and to pay utilities that will be needed 
for this fiscal year? 

Mr. Reyno.tps. That is correct for rentals, utilities, supplies, and 
equipment, because we do not have enough in the other portion of the 
appropriation to take care of it. 


REASON FOR SUPPLEMENTAL ESTIMATE 


Senator ELLENDER. Why was not this item included in your origi- 
nal estimates for operation this year? 

Mr. Reynoups. The Budget directed us to use July 1950 prices. 
They would not permit a forecast of increases. ‘They said ‘‘You must 
put it in at exactly the rate you are now paying, and then we will 
wait and see what happens.’ 

Senator E.utenper. After the Budget refused you, it was then you 
proceeded to find out what terms you could obtain? 

Mr. Reynoups. That is right. You see, the hearings before the 
Budget Bureau on our 1952 appropriations were much prior to coming 
up here and, for that reason, they would not permit a forecast. 


PERCENTAGE INCREASE IN RENTALS 


Senator Corpvon. What is the percentage of increase in your rentals 
that will be actually rent, plus utilities, in this request, over your 
figures that you submitted to the budget? 

Mr. Rerynoups. It is close to 8.6 percent. 

Senator ELLENDER (presiding). Is there anything else on that 
subject, Mr. Reynolds? 

Mr. Reynoups. No. I think the trouble in the House was that 
Mr. Phillips was confused as to what this item applied. 

Senator ELuenper. Anything else, Mr. Larson, on this subject? 

Mr. Larson. I believe not. 
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PERIOD OF LEASES 


Senator Corpon. I would like to get some basic information. D. 
you have a practice of making year-to-year leases, rather than 5-yea) 
leases, or something of that sort? 

Mr. Reynoups. Generally, we have stayed away from 5-year leases 
where we can, but we are going more and more now to 3-year leases 
and 5-year leases. 

Mr. Larson. If 1 may comment on that, we are in a position where 
we pretty near have to wait and see how firm the program is goin 
to be before we can risk going into a long-term lease. 

Senator Corpon. I understand that. I assume that most 0! 
your defense rentals would almost have to be on a year-to-year basis, 

Mr. Larson. That is right. All emergency categories are on a 
yeor-to-year basis. 

Senator ELLenper. With respect to all the leases which you have 
had since last year, and on which increases have taken place, how hay. 
you taken care of the increases? 

Mr. Larson. We have not been able to take care of them. 

Senator ELLENDER. You are delinquent, then? 

Mr. Larson. You are never delinquent, as long as you have a bank 
balance. 

Senator ELLENDER. What do you mean by “bank balance’’? 

Mr. Larson. We did receive an appropriation that is over-all fo: 
“Operating expenses,” of $104,500,000 which includes items other 
than buildings operations. Our difficulty now is that the House 
committee reported out $109,000,000. ‘The Senate committee re- 
ported out $107,000,000. Senator Douglas moved $100,000,000, 
which was carried, and then when it went to conference it came out 
$104,500,000, which is less than either committee reported. 

Senator ELtutenper. Is this amount intended to restore that? 

Mr. Larson. No. We would have had to come up with a request 
to provide for the increases anyway. 

Senator Corpon. The point you are making is that up to this time 
you have a credit balance, from which you have been able to pay 
these rentals, but any time you attempt to reconcile that with your 
budget estimate you are going to find yourself in the hole with respect 
to this item and there would be something else you would have to cut 
out in order to meet this item? 

Mr. Larson. That is right. We are already cut, we think, pretty 
much—about an 18-percent cut in buildings operations, so we do not 
feel that we could. absorb it. 

Senator ELLenpER. What is the next item? 


INFORMATION SERVICES 


Mr. Larson. The next item is our amendment No. 3 which we 
discussed with Senator Ferguson this morning, which is in effect 
request for nothing. 

I would like to add this one thing: Senator Ferguson and 'T o! 
course disagree as to what we thought was the intent of Congress 
I am sorry that the Senator had to leave, but I do want to repeat 
that I do not feel, and I so interpret it, that it was the intent of the 
Congress to take those people who are doing work that was actually 
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not publicity work, but whose grade classifications were “information,”’ 
and to reanalyze those jobs and classify them more in relation to 
what they are actually doing, namely, publishing the Federal Register, 
the United States Statutes at Large, and slip laws, and the various 
other things that are performed by the National Archives and Records 
Service of GSA. 

Senator Corpon. Is it the Senator’s position that this information 
service includes that activity which is enjoined upon a department by 
statute? 

Mr. Larson. Yes. And his position was that we should take our 
full 25-percent cut in that category. 

Now, I want the record to show what my interpretation is, so that 
there will be no question about it. 

We had originally sent up a request for amendment. In the light 
of a ruling by our general counsel, we are withdrawing our request 
for amendment and merely taking advantage of this opportunity to 
inform you of our interpretation of the law. 

Senator Corvon. I would like to say for the record, so far as I am 
concerned, that at no time did I understand the so-called Byrd 
amendment to have application to any activity insofar as that activity 
was once required by statute to be performed. 

Mr. Larson. That is exactly our interpretation, Senator. 

Senator Corpon. There are certain requirements of the law itself. 
If you are in the field of contract, you have notices that must go out, 
calls for bids, and the like. If you have the publication of the Federal 
Register, which is required as a matter of notice and without which 
the people of the United States would be without notice, and could 
not certainly be charged with constructive notice when nowhere in the 
world is there an opportunity for them to know what the law as set 
out by Executive order, or pursuant to Executive orders, happened 
to be at the moment. 

Senator EL.uenper. The intent of the Byrd Act was to cut out 
propaganda, and not, as Senator Cordon points out, duties that are 
established by statute such as this. 

Senator Corpon. When we get to propaganda, I think that over- 
zealous employees of the Government get some rather unusual ideas 
as to what they ought to tell the world about what they are doing. 
They do not intend it as propaganda, but the law does not require it, 
and I do not think the people of the United States need it. 

Mr. Larson. On the other hand, there are certain activities, par- 
ticularly in the field in which General Services Administration oper- 
ates, where it is absolutely necessary to inform the people. 

As an example, when we received a directive to initiate a tungsten- 
buying program to fulfill our war needs, it was necessary immediately 
to inform the public, particularly the minerals-producing States, as 
to what we were doing. It was necessary to so inform them. That 
type of information I look upon as being necessary in the ordinary 
operation of the Government. 

Senator Corpon. I will go along with you so far as the general 
press releases are concerned, so far as the ‘people in the country are 
concerned, so far as the associations or mining groups are concerned, 
but the balance of it is what we have to suppress. 

Mr. Larson. I have no intention of extending my activity beyond 
those people that are served by the General Services Administration. 
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EMERGENCY OPERATING EXPENSES 


Now, the other amendment which was discussed by Senator Fergu- 
son this morning was our amendment No. 4. I think I went into that 
in some detail, and so did Mr. Reynolds. However, I would like to 
sum up. 

Chairman McKe tuar. All right; go ahead. 


EMERGENCY OPERATING EXPENSES 


Mr. Larson. This amendment applies to one of two items trans- 
mitted separately to the House by the President for ‘Emergency 
operating expenses.” The attention of the committee is direc ted to 
the fact that the ‘‘Emergency operating expenses” estimate is the 
regular annual appropriation for 1952. The committee was informed 
on page 14 of this administration’s 1952 budget justifications that this 
item was omitted from the regular annual appropriation bill, with 
submission to be made in the spring. The committee will recall that 
it initiated this appropriation item in the Supplemental Appropriation 
Act, 1951, in response to a communication from the President on 
August 29, 1950 (S. Doe. 213). 

The reason for there being two separate items in the bill under this 
title is that the President transmitted on May 18, 1951, only that por- 
tion of the original estimate for ‘‘Emergency Operating Expenses” which 
provided for space for the Department of Defense and other regular 
agencies with defense programs. On June 21, 1951, he transmitted 
the balance of the estimate for an additional amount which provided 
for space and other items required under the Defense Production Act. 

The second transmittal was in the amount of $12,500,000, which 
was reduced to $10,000,000 by the House, but no appeal for restora- 
tion of the $2,500,000 reduction is being made. 

The amendment which I am now proposing concerns only the 
President’s first transmittal of $42,778,000, which was for the basic 
appropriation for ‘Emergency operating expenses.’ In reporting 
the bill, the House Appropriations Committee reduced the item by 
50 percent with the explanation that some of the agencies for which 
space was to be provided would receive substantial cuts in their 
personnel. The substantiality of the cuts referred to did not mate- 
rialize nearly to the extent of the 50-percent cut in this appropriation 
as reported by the House committee. The cut in the increase in 
white-collar*-workers of the Department of Defense, space for which 
constitutes 90 percent of this item, was only 20 percent and the cut 
from other agencies averaged some 10 percent. 

On the floor of the House this item was struck entirely from the 
bill. The debate as reported on the amendment to strike out the 
item included several erroneous statements which no doubt had 
bearing on the deletion. Several of these I have quoted in an appendix 
to the request for amendments with appropriate comments. 

The deletion of this annual appropriation item from the bill places 
this Administration in an untenable position. Commitments in the 
nature of leases for space presently occupied by defense agencies, 
contracts for alterations of that space and attendant services as of 
June 30, 1951, alone would require over $16,000,000 for continuation 
during 1952. In addition, the armed services appropriation bill for 
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1952 has progressed to the point of providing for an increase of some 
80,000 white-collar workers, the provision of space for which is a 
responsibility of GSA under Reorganization Plan No. 18 of 1950. 
The cost of the increased space for 44,000 of the increased white-collar 
employment of the Department of Defense and 2,700 for other defense 
agencies must be provided for in this item over and above the $16,000,- 
000 for the continuation of the 1951 program. No other appropria- 
tion for 1952 is intended for this purpose. 

Our position is rendered further untenable for the reason that the 
Congress has actually made appropriations under this title by con- 
tinuing resolutions (Public Laws 70, 97, and 132, 82d Cong.). ‘These 
appropriations have been accepted in good faith, obligations incurred, 
and expenditures made. I feel certain that this committee will concur 
in my premise that the item must be reinstated. The only question 
is the amount of the annual appropriation for 1952 for providing 
accommodations for emplovees added by defense and immediately 
related agencies during 1951 and their further additional employees 
during 1952. 

As I stated a few moments ago, the original estimate transmitted 
by the President for this purpose was for $42,778,000. That amount 
was based on providing accommodations for employment in defense 
agencies, supplied by the Bureau of the Budget specifically for that 
estimate, totaling 133,414 by June 30, 1952. 

Subsequent to that submission, annual appropriation bills for the 
armed services and substantially all of the other defense-connected 
agencies have progressed to the point where reductions in anticipated 
increases in employment can be evaluated. On August 22, 1951, the 
Bureau of the Budget supplied this administration with the bases for 
reducing the estimate for this item. Employment as of June 30, 1952, 
for which space is to be provided was reduced from the original 133,414 
to 122,114, which now shows that the effect of cuts in employment in 
other agencies was not the substantial amount predicted in the report 
of the House committee on this item. 

Reflecting the downward revision of employment supplied by the 
Bureau of the Budget, the estimate for this jtem has been appropri- 
ately revised and the total reduced from $42,778,000 to $35,772,000. 

As a result of this national defense program, increased duties were 
placed upon certain regular agencies of the Federal Government that 
are not classified as emergency agencies. This necessitated increased 
personnel in those agencies for which space has to be provided by GSA. 

For the purpose of this appropriation request, those agencies are, 
namely, the Selective Service, Justice Department, State Depart- 
ment with respect to its information and education activities, the 
Atomic Energy Commission, ‘the Subversive Control Board, the 
Federal civil defense operation, certain added duties of the Coast 
Guard, National Security Resources Board, and the Department of 
Defense. 

Now, last year, we came before the Congress for an appropriation to 
furnish the space requirements for the increases in these agencies 
during 1951, and the Congress appropriated $15,000,000 to furnish 
increased space for approximately 75,420 people. 

That number of people was occupying space on June 30, 1951, at 
the yearly rate of $16,000,000 a year. 
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Now, on the basis of the authorized increase in those programs, as 
supplied to the General Services Administration by the Bureau of th 
Budget, we are called upon to furnish additional space for 46,694 more 
people by the end of June 1952, an increase from 75,420 to 122,114 

I reiterate that the General Services Administration has no contro! 
over that figure. We must accept the figure that is supplied to us b\ 
the Bureau of the Budget, and we must, if we are to supply space a 
required, plan and put our operation in gear to make that space 
available. 

HOUSE CUT 


Now for the purpose of furnishing that space during 1952, ineludine 
the people that are now provided for as indicated in the 75,099 group 
we asked initially for $42,778,009. The House Appropriations | Com- 
mittee reduced that to $21,000,000 and said in their report that the) 
would take a look at it azain. 

As indicated on the table on page 14 of the submission, the Bureau 
of the Budget later supplied us with a revision of the increase in 
employment for 1952 from the figures that were originally submitte | 
to the House, effecting a reduction of approximately 11,090 in th: 
total number called for. This reflected the reductions in employment 
made by the Congress in the Department of Defense appropriation 
bill and others. 

AMOUNT REQUESTED 


That leaves a total of 122,114. In order to finance that space we 
are requesting an appropriation of $35,772,000. 

Senator Corpon. Of course you are estimating? 
leases? 

Mr. Larson. We have leases currently in effect at the rate of 
$16,000,000. 

I might add just one more thing: that in the debate on the floor of 
the House this was an item which, as a result of an amendment by 
Mr. Phillips, was eliminated because he said there was going to be a 
reduction in the number of people engaged in these activities. This 
reduction is taken into éull account in the appropriation before you. 
There has been a reduction of 11,000 here that I have indicated, that 
the Bureau of the Budget has supplied to us since our hearings in the 
House, but there still is an increase over the 75,000 that are now 
employed which must be provided with space under this appropria- 
tion. 

Senator Corpon. And there may be a reduction in the net amount 
of 122,114, depending to a very great extent upon what kind of cuts 
are made in the defense emergency budgets that are now in this 
supplemental appropriation; is that correct? 

Mr. Larson. This is in accordance with the 500,000 civilian em- 
ployee limitation which the Senate has written into the Department 
of Defense appropriation bill now pending in conference. We might 
have to come up here for a supplemental, insofar as defense is con- 
cerned, for space, if the Department of Defense puts military per- 
sonnel into administrative space, because this estimate is based on 
the 500,000 civilian personnel figure. I just merely point that out. 

Senator Corpon. Included in this are Selective Service, Justice 
Department, State Department, Atomic Energy Commission, Federa! 


You do not have 


ah 


Pu rr 
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Civil Defense, and Coast Guard. That has not yet gone back to the 
Navy; it is still in the Treasury? 

Mr. Larson. It is still in the Treasury. 

Senator Corpon. And there is National Security Resources Board. 
So you have a number of agencies there which are not subject to the 
500,000 personnel limitation in the National Defense Act. 

Mr. Larson. That limitation is only on the Department of Defense. 

Senator Corpon. So there may be a reduction in the numbers in 
those fields, by virtue of the appropriation cuts under the budget 
estimates; is that right? 

Mr. Reynotps. Could I interject one thought? 

If you will notice these figures on page 14, there has been already a 
10 percent cut across the board on all of them, except the Department 
of Defense. In the Department of Defense the cut is 20 percent. 


BASIS OF OFFICE SPACE COSTS 


Senator Corpon. Going to my first question, with reference to 
space for this additional personnel, you are estimating the cost? 

Mr. Reynoups. We are estimating the cost for the additional 
amount of space beyond the 75,000 people for whom we have space 
now. 

Senator Corpon. I understand. In making that estimate, are you 
using for it the figures that now obtain with reference to the 75,000- 
an average cost per square foot for those—or are you applying that 
cost per square foot in figuring out the estimate for additional space? 

Mr. Reynotps. We are figuring the cost for additional amounts in 
most cases by actual survey of the space available in various parts 
of the United States, and where it is indicated to us the increased 
employment will take place. 

Senator Corpon. Have you made those surveys already? 

Mr. Reynoups. Yes; you see, we have 10 regional offices and they 
have the records of the buildings in every city that are available, 
and the price that is being asked for them. So we can get a summary 
rather quickly. 


HOUSE CUT FOR SPACE REQUIREMENTS FOR EMERGENCY AGENCIES 


Mr. Larson. Senator, I would like to point out that this request 
does not cover the space requirements for the emergency agencies 
operating under ODM, NPA, DPA, and so forth. That is in another 
item in this same bill. ‘The House approved $10,000,000, a reduction 
from our $12,500,000 estimate. ‘That reduction reflects the personnel 
cut that the House made in those emergency agencies. Therefore 
we are asking for no restoration in that item. 

I should like to point out also, if I did not awhile ago, that after 
the committee reported the $21,000,000, the House in its debate cut 
out the whole item. We are spending at the rate of $16,000,000; we 
must be financed to that extent, and if these additional people are 
added, we will have to have the $35,772,000 of our revised estimate. 

Senator Corvon. You cannot put more people on the bill without 
adding to the expense? 
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AUTHORITY TO ESTARLISH EMERGENCY OPERATING EXPENSE FUND 


Mr. Reynoups. One thing that confused the House was that they 
did not recognize that the Congress had decided to handle emergency 
operating expenses under an entirely separate appropriation and keep 
it separate and apart from the regular appropriation of government 
This is in fact an annual appropriation for that purpose even though 
it is in a supplemental bill. 

Chairman McKetuar. You have no right in the world to do that: 
Congress runs that. 

Mr. Rrynoups. That was Congress’ decision. 

Senator Corpvon. Will you please indicate when Congress did it? 

Mr. Reynoups. It is my understanding that when the emergency 
operations started to take place the committees in the Congress wanted 
it set up as a separate item, and not confuse it and intermingle it with 
the regular appropriation. 

Senator McKe.uiar. Here is one Member of Congress that did not 
ask for it. Is there any man on the committee who asked for it? 

Senator Corpon. I think it is a sound action that we do have some 
way of determining the over-all cost of this emergency effort, but I 
do not recall any action being taken here directing that it be done. 
Did the House Appropriations Committee by any chance direct you 
to bring up vour estimates for the emergency effort? 

Mr. Larson. It is my understanding that that was indicated by the 
action of the Senate in the Supplemental Appropriation Act of 1951 
in response to a communication from the President, on August 29, 
1950. 

Chairman McKettar. Will you give us a copy of it? I do not 
recall any such act. 

Senator ELLENDER. It came from the President. 

Mr. Reyno.tps. I am told that the supplemental appropriation 
bill of 1951, when it came up here to this committee, this committee 
set up for the first time the item of “Emergency operating expenses”’ 
separate from our regular ‘‘Operating Expenses” 

Chairman McKetuar. I never heard of it. 

Senator Corpon. That would be all right; you can understand that, 
but that would not negative carrying an emergency operating expense 
item in a general appropriation bill. 

Mr. Reynoups. Not at all 

Mr. Larsen. So far as General Services is concerned, you under- 
stand, we have no control; we justify and defend items.as the President 
transmits 

Chairman McKe.uuar. We have not authorized it. I want to go 
along with you. I want to hold up your hand in every way possible. 
I am just wondering where we are going. This is the first time I ever 
have heard in my life of the ides of he ving « deficiency bill before the 
other one gets dry. And I have been here a long, long time—before 
some of you were born, even. 

Senator Corpon. In another year we can have in a general appro- 
priation all costs of all agencies attributable to the normal activities, 
cut those out, and set out somewhat in the nature of a supplement 
those activities which are attributable to the defense effort. Let us 
act upon all of it, as far as it is possible to act on it, in a general 
appropriation bill. I think it would be helpful from the standpoint 
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of a more comprehensive showing of over-all costs; it would be helpful 
to these committees, because we could act on it at a time when we 
had more time. 

Mr. Reynoups. I think that is absolutely correct, and it would 
avoid any confusion that might take place. 

Chairman McKee tuar. It might be a very good plan, but Congress 
never passed it. 

Mr. Larson. May I add to Senator Cordon’s remarks that we in 
the executive branch would certainly prefer that because we could 
submit our whole costs to the same committee at one time. The 
committee would get a comprehensive figure, and I think the hearings 
and results would be a lot more satisfactory. 

Senator Corvon. I hope you will be able to have some kind of 
conference with the House Appropriations Committee, and set up 
some orderly approach to this matter of presenting for the con- 
sideration of the annual budget. 

Chairman McKe .uar. Here is the situation we are in. We just 
passed a bill. Of course, you were dissatisfied with certain actions 
of the House in denying this appropriation and that appropriation. 
When we passed the Senate bill, you were dissatisfied with those. 
That is the law. We passed the law for the present year. To seek 
a deficiency appropriation without any law, you just cannot do it. 
Do you know of any such law? Do any of you know of any such law? 
I do not know of any such law. You are asking us to do something 
we have no authority to do. 


AUTHORIZATIONS FOR APPROPRIATIONS 


Mr. Reynoups. Do I understand, Mr. Chairman, that there is no 
law that we can bring an appropriation for this before the com- 
ntittee—that would pe rmit us to bring a request for an appropriation 
before this committee? 

Chairman McKetuiar. Not unless it is authorized by the Congress. 

Mr. ReyNnoups. The functions are authorized under Public Law 
152 and Reorganization Plan No. 18. 

Senator ELLENDER. May I| ask a few questions? 

Chairman McKeEuuar. Yes, sir. 


TOTAL AMOUNT FOR BUILDING MANAGEMENT FUND 


Senator ELLENDER. Mr. Larson, I notice on page 12 that you have 
five items there, you have a breakdown of the various amounts, for 
instance, “Building management in the District of Columbia,” 
$6,594,000, and “Building management outside of the District of 
Columbia,’’ $28,000,000- plus, making a grand total of $35,772,000. 


ALTERATIONS, CONVERSIONS, AND MOVING COSTS 


Then on page 15 I notice a breakdown of the first item of $6,594,000. 
I notice an item here “Alterations, conversions, and moving,” of 
$3,600,000. 

Is it possible that it costs that much to move and alter the buildings 
that you are going to lease from owners in the District? 
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Mr. Reynotps. No; this alteration will take place in two buildings 
Senator ELLENDER. Are they owned by the Government? 


ALTERATION OF ALEXANDRIA TORPEDO PLANT 


Mr. Reynoutps. They are owned by the Government. One is th. 
torpedo plant at Alexandria, a reinforced concrete building. 

Senator ELLENDER. You are converting that into an office building? 
Mr. Reynoups. We are converting that into an office buildin 
because we consider it is too good space to be used for warehous: 
purposes. We have bids out now for relatively inexpensive ware- 
house space to replace it. We will move present operations out o| 
there and when we fix it up we can have that building in substantia! 

perpetuity as a Government office building. 
Senator ELLENDER. How much of that amount is going to be used 
for that purpose? Do you have a breakdown of that? 
Mr. Reynotps. It costs about $4 a square foot to remodel that type 
of space. 
COST OF MOVING 


Senator ELLENDER. How much is the moving? I understood that 
in the past there was quite a racket in the District about moving a 
department from one building to another. 

Mr. Reynoutps. We have done most of the moving ourselves, and 
it has run into substantial amounts of money. During the last war 
we were spending as much as $2,000,000 a year just to move peopl 
from one place to the other. 

Senator ELLENDER. You have your own trucks? 

Mr. Reynoups. We have our own trucks. 

Senator ELLENDER. And you have your own equipment? 

Mr. Reynoups. That is right. 

Senator ELLENpER. To what extent do you hire people to do the 
moving now? 

Mr. Reyno.ps. Very little. 

Senator ELLENDER. You have your own equipment to do that? 

Mr. Reynoups. That is right. We can do it during off hours, and 
over week ends. 

Senator ELLENpDER. Do you find it is much cheaper than to hire? 

Mr. Reynoups. We find it cheaper than to hire. 

Senator ELLENDER. Now, you said you are going to alter th: 
torpedo building. What other building in Washington are you going 
to alter? : 

ALTERATIONS AT CAMERON DEPOT 


Mr. Reynotps. West of Alexandria is the Cameron Depot, and 
it is a very excellent building which can be converted to office space 
We want to convert that and move some of the Department of 
Defense that is downtown in Washington into that building, and 
utilize some of these buildings here for other purposes. 

Senator Corpon. You are going to move somebody else there in 
some other building, from the one they occupy now? 

Mr. Reynotps. The moment we get any free space whatever, we 
release rented space. 

Senator Corpon. If you release it, that is good; but, if you move 
people from a place where they are now situated into a new building 
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and move somebody else from another building into the one that has 
just been vacated, you can have several moves that you might avoid 
by moving your excess people into the new space and let them oce upy 
it as the first tenant. I suppose you do not follow that practice of 
three moves to get one settlement? 

Mr. Rrynoups.. We try to have a minimum amount of moving. 
We recognize that when we move it cuts down the money we have 
available for operation. Since the last war we have reduced our 
rented space in Washington from over 7,000,000 square feet down to 
1,900,000. It has picked up now to 2,500,000. Any Government 
space we can convert for long-time use we can reduce that rental. 

Senator ELLeNDER. Out of this sum of $3,600,000, you are going 
to use how much to prepare these two buildings? 

Mr. Reynoups. With the $3,600,000 we figured that we could 
do the alterations and the moving. We are doing a renovating job 
in Chicago, and another one in New York. We have renovated a lot 
of buildings, and it runs around $4 a square foot, from an actual 
survey. We think we can work in the moving within the $4. 

Senator Corpon. That is, alteration and moving? 

Mr. Reynoups. That is right. 

Senator ELLenpER. The $4 will cover all? 

Mr. Reynoups. That is right. 

Senator Etnenper. These two buildings you say were occupied, 
one as a warehouse and the other a torpedo plant? 

Mr. Reynoups. That is right, and that has files and records in it. 

Senator ELLeENDER. You are moving all that out for the purpose 
of taking care of new employees of the Government? 

Mr. Reynoups. That is right, and converting them for office use; 
but, in order to do it, we have to enter into some rental contracts 
for some warehouses. In other words, we think these buildings are 
too good to be used for the warehouse purpose for which they are 
now being used. 

Senator ELnenper. And you hope thereby to save on rentals? 

Mr. ReyNoups. Yes, sir. 

Senator ELLENpER. Now, according to your figures that you gave 
us this morning, this new space should take care of about 10,000 
people—900,000 square feet, 90 square feet per person; is that right? 

Mr. Reynoups. That is right. 


BUILDING MANAGEMENT OUTSIDE DISTRICT OF COLUMBIA 


Senator ELLENDER. Now, can you tell us if, in the appropriation 
for $28,000,000 that appeared in item 2, “Building management 
outside of the District of Columbia,” any of that money is going to 
be used for renovations in privately owned buildings or Government 
buildings? 

a Riyno ps. If you will turn to page 19 of the justification, 

ems (a) and (b) are what we are now occupying. 

Senator ELLeENDER. Just a moment; (a) and (6) cover items for 
rental. 

Mr. Reynotps. Those are the ones that we are now actually renting 
and operating. 

Senator ELLENDER. Privately owned? 

Mr. Reynoutps. Some of it is Government-owned, and some of it is 
privately owned, as shown. 
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ALTERATION AND CONVERSION OF LEASED BUILDINGS 


Now, in (c) you have an ‘Alteration and conversion” item o 
$2,100,000. 

Senator ELLenper. Are those buildings that you expect to alt: 
under (c) privately owned? 

Mr. Rrynoups. No; those are long-term leased buildings. 

Senator ELLENDER. Owned by private individuals, though? 

Mr. Reynotps. That is right. 

Senator ELLENDER. Now, ia spending this $2,100,000, you tal 
that into consideration in fixing your rentals? 

Mr. Reynoups. Yes; we rent them at a rather low rate. 

Senator ELLENDER. You take the alteration into consideration? 

Mr. Reynoups. Yes. I want to correct my statement that th 
are entirely in rented space. A part of that $2,100,000 is for Govern 
ment-owned space in Denver, Colo. 

Senator ELLENDER. I notice, under (e) of your justification, tha 
vou have “ Alterations, conversion and moving, $9,498,200." Is tha 
in privately owned buildings, or publicly owned? 

Mr. Reynoups. That will be in privately owned buildings. 

Senator ELLENDER. Are those on long-term leases? 

Mr. Reynoups. That is right. 

Chairman McKertiar. What are long-term leases? 

Mr. Larson. Five years. 

Chairman McKe.uar. Are all of them 5 years? I will tell you 
why I am asking that question. I ran across this sort of thing the 
other day: 

RENT OF SITE NEAR OLNEY, MD. 

The Government in May or June rented a piece of land of 225 
acres near Olney, Md., for $225,000 a year. There were three old , 
houses on it. 

Mr. Larson. I think that is for Civil Defense. 

Chairman McKe.iar. Did you have anything to do with that? 

Mr. Larson. We negotiated the lease and it went into the courts 
for the determination of the amount. ‘There is a big building on it 

Chairman McKetuiar. Yes; there is an old building on it—there 
are three old buildings on it. I know something about real estat: 
because I have dealt in it some in my lifetime. I think the place is 
worth about $35,000. I would not give $35,000 of my own mone) 
for it. I would not advise you to give $35,000. 

Now, they first stated that they were paying $225,000 a vear. | 
could not believe that. They finally brought up figures saying that 
they were paving $62,000-0dd for it. Then they had another propos 
tion to buy it at some figure between $400,000 and $700,000. Min 
you, it is bevond Olney. 

Mr. Reynoups. | know where it is. 

Chairman McKetuar. Did you ever look at it? 

Mr. Reynoups. I looked at it one time. The owner wanted con , 
siderably more money than we thought it was worth. In that cas 
it went into the courts for determination of price. 

Senator Corpon. Where is the property located 

Mr. Reynoups. It is 2 miles north of Olney. It is used by Civil 
Defense. 


») 
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Chairman McKetiar. They did not take into consideration the 
lease at all in fixing the price of between $400,000 and $700,000 for 
the property. It seems that the court is limited to placing a price 
between $400,000 and $700,000. I do not know where they got the 
law. Tomy mind, that is one of the worst bungles I have ever known. 

Mr. Reynoups. I do not believe the FCDA bought the property at 
all. 

Chairman McKe.uuar. Yes, sir; they made application before our 
committee. 

Mr. Reynotps. Did they? 

Chairman McKe.uar. Yes, sir; to buy it at some price to be fixed 
by a judge, between $400,000 and $700,000. 

Senator Corpon. We were advised that the General Services 
Administration handled it and recommended it. 

Mr. Reynoups. We would not recommend that a judge like Judge 
Chestnut in Baltimore would be limited to any amount. 

Chairman McKeuuiar. The trouble is that you have possession 
of that property. It is in your possession, the first witness testified, 
at $225,000 a year. 

Senator Corpon. What was your recommendation? 

Mr. Larson. Here is what happened, as | recall it. The Civil 
Defense people made application to us, as the property managers of 
the Government, to provide them this space out there near Olney, 
about which you are talking, to conduct a Civil Defense School. 

Senator Corpon. Before you go further, their request to you was 
for a specific property? 

Mr. Larson. For a specific property. 

Senator Corpon. Had they requested you before to give them any 
information with reference to the value of the property, leasewise 
or feewise? 

Mr. Larson. That we established after they made the initial ap- 
proach to us. However, at about that time the House Armed Services 
Committee and Chairman Vinson investigated the matter, and it was 
held up for some time. Then the House subcommittee investigating 
it wrote us a letter and said that it was all right with them if we 
proceeded to make this space available to Civil Defense. So, we 
attempted to negotiate a lease, and we were not able to come to 
terms. So, we threw it into Federal court for condemnation. 

Senator Corpon. Condemnation for title? 

Mr. Larson. No; for a lease, for fixing of rental, and deposited 
with the court in moneys made available to us out of the civil defense 
appropriation, $36,000. 

Senator Corpon. That was your estimate of the leasehold value 
lor the year? 

Mr. Larson. That is our maximum estimate of the leasehold value 
for the vear. 

Chairman McKetiar. Where did these witnesses get the $225,000 
a year; and, next, where did they get the $62,700? 

Mr. Larson. I do not know, Senator. I never heard of that until 
this minute. 

Chairman McKeuiar. They testified so before this committee. I 
cannot understand it. It is astounding. 

Mr. Reynoups. The owner wanted a lot of money for it. 


88249-—-51——-63 
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Chairman McKetuiar. Who owns it? 

Mr. Reyno.tps. I do not know his name. The court still has i; 
under advisement. 

Chairman McKetuar. I know, but the land has an owner. Some 
bedy owns it. Who owns it? Who has that much influence wit) 
the Government? 

Mr. Larson. A man by the name of Kimmel. I do not know his 
initials. 

OLNEY SITE TO BE LEASED 


Chairman McKe.iar. Somebody has a lot of influence somewher 
to sell a piece of land like that. I tell you, even with the high pric: 
of land now, I would not give $35,000 for it. Why did you want 225 
acres of land? 

Mr. Reyno.tps. It is not being purchased; it is being rented. 

Senator Corpon. You have no discretion with reference to the 
amount of space you furnish? 

Mr. Larson. Yes; we do, Senator, in a broad sense. 

Senator Corpvon. What do you want 225 acres for, then? 

Mr. Larson. In the final analysis, however, it is the operating 
agency. The operating agency may protest what we allot them and 
go to the Bureau of the Budget for determination. 

Chairman McKe.uar. Do you ever fix any amount? Is it just 
held up in the air to get the Congress to pass it at the last moment’ 

Mr. Larson. I did not know such a bill was pending. All we are 
involved in is the matter of leasing, at their request. We were in- 
fluenced by the House Armed Services Committee report on this par- 
ticular piece of property, Senator Cordon. 

Senator Corpon. The House Armed Service Committee said it 
was all right for you to go out and lease 225 acres of land? 

Mr. Reynoups. It was the improvements on the land that made i! 
valuable. The land itself is of very nominal value, in fact. It was 
designed and built as a school. 

Chairman McKeuuar. It is a mighty poor-looking school, I tell 
you that. I went out and looked at it myself. 

Senator Corpon. What is it going to cost for alterations? 

Mr. Reynoups. I do not know. 

Senator Corpon. I think it is important, so far as I am concerned 
when I see a thing like that. When you take over a school building 
for office space, you are taking over a liability to start with, and you 
are going to have very extensive alterations. I would like to know 
what it is going to cost to make that property usable for the purpose 
for which these people are taking it over. 

Mr. Reyno.tps. They are using it more as a training center than 
they are for office space. 

Mr. Larson. My understanding is that they are using it for a 
school. 

Chairman McKetuar. No, it is as empty as a hat rack without 
hats on it. 

Mr. Larson. I am told that the alterations are about $60,000— 
we will get a full report on that. 

(The r port referred to is as follows:) 


») 
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STATEMENT ON OLNEY ScHOOL PROPERTY 


The General Services Administration has no proposal before the Congress for 
the purchase of the Olney property which is to be used as a training center for 
the Federal Civil Defense Administration. We are leasing the property which is 
being condemned for a leasehold interest on a year-to-year basis. 

Following the Armed Services Committee concurrence in the proposal to lease 
the property for FCDA, condemnation proceedings were instituted and the sura 
of $36,000 was made available to the Department of Justice on the basis of the 
Government’s lowest appraisal of the leasehold value of the property to cover 
the rental period July 1, 1951, to June 30, 1952. 

The buildings contain approximately 58,000 net square feet of space which, 
if the court decision is favorable, will result in a bare rental of about 62 cents per 
square foot for the buildings, and the Government will have the use of the total 
area of 257 acres for training purposes. 

The General Services Administration has entered into a contract in the amount 
of $59,860 for alteration and renovation of four buildings located ‘on the premises 
> All expenses of alterations and remodeling are to be reimbursed to the General 
Services Administration by the FCDA. 


COST OF SPACE ALTERATIONS ON LEASED BUILDINGS 


Senator ELLteNpER. A moment ago I was asking you about figures, 
break-down of figures on page 19 of the justification. I notice for 
“Alterations, conversion and moving for additional space to be 
acquired progressively to house estimated additional employment in 
1952, 4,749,200 square feet, and an item there of $9,498,400.” 

Are those alterations on privately owned buildings? 

Mr. Reynoups. Yes. They run from practically nothing to a few 
cents per square foot, and up to $4. We averaged it at $2 a square 
foot. 

Senator ELLENDER. I notice up above, under (d), the same amount 
of space at $2.25 unit cost. Is that the same property? 

Mr. Reynoups. Yes; that is the same property. 

Senator ExLLtenper. In other words, you are paying $2.25 per 
square foot for rental space to the owner and $2 per square foot for 
alterations. Is that on a yearly basis? 

Mr. Reynoups. That is on a yearly basis. 

Senator ELtuenper. Why should it be? Why should you spend 
$9,498,400 avaually for alterations? 

Mr. Reynoups. The alterations are not a recurring annual expense. 
That is a first-year cost. The $2.25 and $2 both are average figures. 
There will be some places that you can move in almost immedi ately, 
where you would have to pay $3.25 to $3.50 per square foot. For 
others you will have to pay very low rent but $4 to aie and repair. 

Senator ELLeNpER. This space is on a rental for 5 years, you said? 

Mr. Rryno.tps. In some cases, yes; but the alterations are a capital 
charge, which is not recurring. 

Senator ELtenper. The alteration charge then of $2 is not actual, 
it may be $4 or $5 if you average it over a period? 

Mr. Rreynoutps. No. Iam taking 100,000 square feet, for instance, 
in New York—— 


ALTERATION COSTS IN LEASE 


Senator ELLeENpER. Let us be specific. Right here you have 
4,749,200 square feet at $2 annually. You have the same space just 
above under (d), the same space at $2.25 annually for rental. 

Mr. Reynoups. No. The (e) is not an annual charge. 











994 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


Senator ELLENDER. But you have it as an annual charge. You 
have it under “Annual cost’? up there. 

Senator Corpon. You have an alteration cost which is not a 
repetitive cost, and you have it under the heading of “Annual cost.’ 

Senator ELLENDER. That is what I am trying to clear. I inte 
over 15 to go back to that and ask you the same question. It is mis- 
leading. 

Mr. Reynotps. It is definitely so. The alteration is a first-year 
cost and is not repetitive. 

Senator ELuenperR. In other words, if you take all of this space and 
occupy it, let us say, for 1 year, your initial cost for that 1 year would 
be $2.25 for rental and $2 for alteration, but since you are renting it 
in excess of a year, then we would assume that the cost to the Govern- 
ment thereafter, after the first year, after the alterations are made, 
would be $2.25? 

Mr. Reynoups. That is correct. 


ADDITIONAL WAREHOUSE SPACE 


Senator ELLENDER. Does the same thing prevail with respect to 
the item on 15, the breakdown of $6,594,000, where you have it under 
annual cost $3,600,000? 

Mr. Reynoups. That is correct. If you will notice, the $4 as 
applied against the 900,000 square feet comes to $3,600,000 for the 
total year. The $2 applies to 900,000 and comes to $1,800,000 and 
we assume only 6 months occupancy. One is definitely rent, the other 
is definitely alterations. 

Senator EL.tenper. Is not that item under (c ) for 900,060 square 
feet? Are you not going to get warehouse space? Is that what vou 
are using that for? ‘A while ago you said that in order to use the two 
buildings, the torpedo building and the rat , vou would have to rent 
warehousing space to take the place of it. Is that $2 for 900,000 
square feet for warehousing space? 

Mr. Rreynotps. This is Government-owned space and, of course, 
we have included in here the cost of cleaning and that sort of operations. 

Senator ELLENDER. You say “Additional space to be acquired to 
house estimated additional employment in 1952.” 

Mr. Reynoups. That is right. 

We have to pay out of that the rental of the warehouse, and also 
the operation of the space that we convert. 

Senator ELLeNpeR. After you take over the torpedo building and 
this other building vou are renovating? 

Mr. Reynotps. That is right. 

Senator ELLenper. That is what that $2 is for? 

Mr. Reynoups. That is right. 

Senator ELLeNDER. Now this charge you have under “Annual cost’ 
of $3,000,000 is misleading, and that is just going to be for 1 year, and 
thereafter it is going to cost the Government mere ly the cost of upkeep 
and operation? 

Mr. Reynotps. That is right. 

Senator ELLtenper. For the two buildings? 

Mr. Reyno.tps. That is right. 
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RENTAL EXPENSE 


Senator ELLENDER. Now, under (b) on page 19, is this $10,822,000 
an annual cost? Is that to pay for space at the rate of $2.09 to 
privately owned? 

Mr. Reyno.tps. That is right. That is what we are actually now 
paying, taken from the books. You will notice there is a difference 
between the $2.09 and the $2.25. We have estimated $2.25, which is 
16 cents a square foot more. ‘The reason we are getting it for $2.09 
that space availability was better, also there is quite a lot of space 
here for Selective Service and things of that sort around the country 
that we got for a very nominal rate. 

Chairman McKeurar. What part of the country? What town 
was it near where you got the nominal rate? 

Mr. Reyno.ps. For Selective Service we have got some very fine 
cooperation from the cities throughout the United States. 

Chairman McKetuar. As I say, it is not in Olney... What other 
place? Do you know of another place? I would like to make a little 
investigation. You and J have known each other a long time. We 
are both honest men and Mr. Larson and I have known each other, 
too, a long time. We are all honest men. You do not want us to 
appropriate money to buy property that you do not use and you 
probably sell for a song after the war is over. I have known it to 
be done in two wars already. We do not want to do that. I do not 
know who it is, but neither one of you gentlemen, of course, woul? 
engage in anything like that. I have no ‘doubt you never heard of i 
until after it was called to your attention, until after it came up in 
the other case. 

Now, what we would like to know are the facts about these things, 
these large sums of money, the $225,000 rental. You look at it, you 
will find it is in the testimony, and it has not been taken out either. 
A tract of land with three old houses on it is not worth any such sum 
as $225,000 rental a year, or the $35,000 you suggested a while ago. 
I would not give $35,000 for the whole place. It is too much. 

Let us keep this thing clean. We want to help you. We want 
something we will be able to defend if anybody attacks it on the floor 
of the Senate. Now, let us straighten this thing out. I want that 
Olney thing straightened out. It has not been straightened out yet; 

Senator ELLENDER. Will you give us a report on that? 

Mr. ReyNnoups. We will give you a full report on that. 

(The report referred to appears on p. 993) 

Senator ELLenpeER. That is all I wish to ask. 

Chairman McKetiar. Do any of you gentlemen have anything 
additional to say? 

FLoop DamMaGE 


NEW ITEMS IN SSNATE DOCUMENT NO. 58 


Mr. Larson. We have three more items, Senator. 

Chairman McKeuiar. By the way, that bill comes over from the 
House, but you gentlemen appeared before the House committee 
and the House turned you down on these items you have here, except 
the Kansas City item; is that correct? 

Mr. Larson. Except the Kansas City item and the White House 
item. They are appearing before you for the first time. Senate 
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Document No. 58 sets forth the communication from the President. 
whereby he transmitted to this committee for its consideration fou; 
items, the first of which covered renovation and modernization of th). 
Executive Mansion, and we covered that this morning. 

Senator Corpon. How much is that renovation item? 


EMERGENCY EXPENSES OF GSA ARISING OUT OF KANSAS CITY FLOOD 


Mr. Larson. The last three items provide partial recoupment of 
losses which the GSA suffered from the July floods in the watershe:! 
of the Kansas River. This committee has already been made full) 
aware of the details of this, the most costly flood disaster that th. 
Nation has experienced, in the several hundred pages of testimony 
during the hearings on the civil functions of the Corps of Engineers 
how 6 weeks of unprecedented rains during June and July in Kansas 
caused one local flood after another, all of which poured into th 
Kansas River and raised it above the flood walls and temporary dikes, 
finally inundating much of the great Kansas City industrial area. 

The General Services Administration maintains 1 of its 10 regiona| 
offices in Kansas City, Mo., in connection with which it operates | 
of its 10 principal Federal supply center warehouses and a depository 
for Federal records. This warehouse issues to other Federal agencies, 
upon their requisition, common-use items of supply for their operating 
needs in the States of Missouri, Kansas, Iowa, Nebraska, South 
Dakota, North Dakota, and Minnesota. 

The supply center and records depository were located in a ware- 
house constructed in 1945 by the Reconstruction Finance Corporation 
at 1401 Fairfax Trafficeway, Kansas City, Kans., on land owned by 
the city, but leased to the Government for 10 years. The structure 
was situated some 500 feet from the Kansas (Kaw) River, of ware- 
house construction containing 200,000 square feet all on one floor. 

During the first part of July 1951 heavy rainfall in the drainage 
area of the Kansas River brought about flood conditions. On July 12, 
prior to the flood crest, storm séwers in the vicinity of the center 
backed up, flooding the area and isolating the building. On July 
14 the dikes along the Kaw River gave way almost abreast of the 
building and the full impact of the flood water demolished some 150 
feet of the east wall of the building and undermined some 100,000 
square feet of the floor. At flood crest the water stood at an estimated 
depth of 20 feet on the site of the building. Needless to say, the 
structure was badly damaged, the stock of supplies washed away or 
rendered useless by water, tons of sand and mud, and the equipment 
was reduced to shambles. 

Losses sustained by the GSA and temporary measures for coping 
with the situation have been estimated at between $3 and $31 million. 
As much as possible of this expense is being absorbed under the 
reduced and limited appropriations for 1952. The matter of restoring 
or replacing the damaged building has not been completely resolved 
by all parties, and so provision for that item is not made at this time. 
However, estimates of appropriations to recoup losses totaling 
$1,716,000, which cannot be absorbed or deferred, are now before the 
committee. 

The original request was submitted to the Bureau of the Budget as 
a single emergency flood damage item. However, as the losses in- 
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volved three separate appropriations, the estimate was broken down 
into appropriate amounts for each and transmitted to the Congress. 
as three estimates. 

In examining these three estimates, I hope that the committee will 
give full consideration to the fact that the Government acts as a self- 
insurer for all casualties such as fire, theft, flood, tornado, and other 
catastrophes. Consequently, the items before you are in the nature 
of liability payments for an act of God. 

Furthermore, a substantial part of the operations have already 
been, or are being currently performed so that the estimates before 
you are to a great extent deficiency estimates made necessary by cir- 
cumstances over which this Administration had no control. 


GENERAL SUPPLY FUND 


The first and largest of the three items is to restore inventory losses 
of the general supply fund. The Congress appropriated for the 
operation of the general supply fund in the regular appropriation bill 
$15,000,000. Now, that is to pay for the cost of running a centralized 
supply operation for the civilian agencies of the Federal Government. 
We used to pay for those costs by charging a percentage on each item 
purchased by an agency of the Government, but the Congress wanted 
to know what it was costing and it so directed by Public Law 152, 
as amended, that we set it forth as one item for direct appropriation. 


DESTRUCTION OF WAREHOUSE AND INVENTORY 


Now, you gentlemen are all familiar with the catastrophe that 
occurred at Kansas City. That catastrophe washed away the stock 
inventory and made unusable the Government’s warehouse for the 
Kansas City region, covering the States of Missouri, Kansas, Iowa, 
Nebraska, North Dakota, South Dakota, and Minnesota. 

The warehouse that supplied that area was located at Kansas City, 
and, as I say, was damaged beyond economical repair and all of the 
contents of the warehouse which were not washed down the river, the 
Missouri River, were rendered unusable by water, oil, and mud 
damage. 

NATURE OF THE INVENTORY 


Senator Tayr. What was the nature of the stored goods? 

Mr. Larson. It included all the items, the six-thousand-odd classes 
of items that we carry regularly in our warehouses to supply the 
Government, including office supplies, furniture, equipment, cleaning 
supplies, and all the other supplies that go into the operation of the 
Government. 

Senator Toye. What was the estimated inventory in that warchouse 
when the flood occurred? 

Mr. Larson. There is a total loss here of $1,430,000 which includes 
the whole inventory. 

Senator Taye. How much of that was real estate? 

Mr. Larson. That is all personal property, inventory, and operating 
equipment. It is set forth on page 7 of the justification by class of 
items. It includes electrical supplies, cordage, furniture, dry goods, 
floor covering, and so forth. 
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Senator Tayzn. How do you carry that lost inventory? 

Mr. Larson. There is no provision in our operation for making 
up losses that occur as a result of catastrophe. 

Senator Ture. Can you definitely show the inventory that was 
there on the date that the flood occurred? 

Mr. Larson. Yes. 

Senator Toye. So that it will not be a sort of trap in the floor tha: 
you will sweep a lot of things into in the course of time? 

Mr. Larson. No, Senator Thye; I assure you that we would noi 
operate that way, even if there were any advantage to it, and | 
cannot see any advantage of misleading the Congress, ever. 

Senator Tuyer. I just asked the question specifically for the reason 
of knowing whether you could identify the inventory as of the date 
the flood occurred, so that at no future time can anyone raise the 
question that there had been something swept into a trap in the floor, 
so to speak. 

Chairman McKe iar. We want facts about this. Do you have an 
agent out there that knows about that? 

Mr. Larson. Yes, sir. 

Chairman McKe.tiar. Can you have him testify before the com- 
mittee and tell us what was in it? Would he know? 


SALVAGE VALUE OF INVENTORY 


Mr. Larson. I can furnish the committee with the actual inventor) 
records which I have summarized in my submission of justification to 
you, on page 7, which reflects the inventory from our records as of 
July 14, 1951. 

Senator ELtenpver. Are any of those goods recoverable? Did you 
make any effort to find some of them? 

Mr. Larson. The estimated salvage value is $25,000. 

Senator ELLENDER. What about the building itself? Was it owned 
by the Government or leased? 

Mr. Larson. It was owned by the Government and is on leased 
land that is owned by the city of Kansas City, Kans. 

Senator ELtrenper. What kind of structure was it? 

Mr. Larson. It was a one-story warehouse-type structure, made 
from concrete block and brick, with a cement floor and steel girders. 
Two sides of it were swept out. We have some pictures of it 
[exhibiting]. 

The flood came there and undermined the cement floor until 
great portion of the floor caved in. 


EFFECT OF FLOOD ON INVENTORY 


Senator ELLenper. Where were the goods you recovered located? 
Left in the warehouse? 

Mr. Larson. Left in the warehouse, largely. Those that went 
down with the stream are just not recoverable. They disintegrated, 
in the case of desks, and disappeared. 

Chairman McKe.uar. I see a large item is stationery. Did you 
have stationery in that warehouse? 
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Mr. Larson. That is the largest single item of inventory we carry 
in the Government, normally. 

Chairman McKe.uuar. I know; but I am talking about this par- 
ticular warehouse. 

Mr. Larson. In this particular warehouse, that represents about 
the average inventory we carry in stationery in all 12 of our ware- 
houses. 

Here are some pictures, Senator McKellar, of the warehouse. 
This warehouse had 14 feet of water in it. As you can see from those 
pictures, it was a total loss. 

Now, we are not making a request for restoration or replacement of 
the building at this time. We did make such a request of the Bureau 
of the Budget, but it has not been submitted to the Congress. How- 
ever, eventually that will have to be taken care of. 


TEMPORARY WAREHOUSE FACILITIES 


Senator Corpvon. What will you do in the interim? 

Mr. Larson. In the interim we are using 100,000 square feet of 
space as a temporary warehouse that is owned by the Army, which 
they have loaned to us for a short time. ‘This appropriation provides 
in another item for the operation of the supply requirements in these 
States which I have indicated, out of our Chicago, Daikie! and Dallas 
warehouses—that is another item. 

Chairman McKetiar. What are you going to do with this money 
when you get it? 

Mr. Larson. We are going to buy an inventory to replace our 
losses. We are using one corner of this warehouse, but our building 
people advise me that it is beyond economic repair, and since we do not 
own the land, and since this was flooded once, we certainly would not 
recommend rebuilding on that site. 


JUSTIFICATION 


| would like to submit the justification for the record, Senator, and 
| would be glad to answer any questions that the gentlemen of the 
committee might have in regard to this item. 

(The justification referred to is as follows:) 


GENERAL SupreLty Funp 
PURPOSE OF THIS ESTIMATE 


To request an appropriation of $1,430,000 for restoring the loss in capital of the 
general supply fund resulting from the flood. The replacement of the capital loss 
to restore the appropriated capital to the full $44,000,000 previously appropriated 
is essential to carry out the stores sales program objectives for 1952. The requested 
amount represents the value of inventory and equipment lost because of flood 
damage to the Kansas City, Kans., Federal Supply Center, and does not increase 
appropriated capital above the $44,000,000. 


APPROPRIATION LANGUAGE 


“For an additional amount for the ‘General supply fund’, established by section 
109 of the Federal Property and Administrative Services Act of 1949 (41 U.S. C. 
219), for replacement of losses of inventory and equipment resulting from flood 
damage to the Federal Supply Center, Kansas City, Kansas, $1,430,000, to remain 
available until expended.” 
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The foregoing language presupposes that the phrase “replacement of losses’’ j 
sufficient to indicate that the requested appropriation does not increase the fund 
above the $44,000,000 previously appropriated. However, for the purpose of 
clarity, it is recommended that the language be amended as follows: After th 
“comma” following ‘$1,430,000” in the fifth line add “without increasing thc 
capital thereof,’’. 

BACKGROUND 


The general supply fund is a revolving fund originally created by an act of 
Congress approved February 27, 1929 (45 Stat. 1341). The fund is utilized to 
finance the purchase of supplies, materials, and equipment, for later sale to the 
varivus Federal agencies and the District of Columbia. It is also used to finance 
the operations of a fuel yard, automotive repair, typewriter repair, and furnitur: 
repair shops. The fund is charged with payment made to contractors for sup 
plies, materials, and equipment purchased, as well as for direct labor in the repair 
shops, and is credited with advance payments and reimbursements received from 
agencies in payment for the commodities and services sold to them. 

The capital of the general supply fund is derived from funds appropriated by 
the Congress. The original appropriation was $300,000, included in the First 
Deficiency Appropriation Act approved March 26, 1930 (46 Stat. 116). Since 
that time the capital had been gradually increased until after the passage of the 
Federal Property Act of 1949. A substantial increase of $30,000,000 was appro 

riated in the Supplemental Appropriation Act, 1951 (Publie Law 843, approved 
September 27, 1950), which brought the appropriated capital of the fund from 
$14,000,000 to the present $44,000,000. The present status of this capital is 
(1) inventory on hand as of June 30, 1951, $15,000,000; (2) additional inventor 
objectives for 1952 program, $23,000,000; and (3) equipment purchases and financ- 
ing of purchase payments to contractors until reimbursement is obtained from the 
agencies, $6,000,000. 

The programed expansion in the fiscal vear 1952 to be financed bv this addi- 
tional capital is progressing according to schedule. In order that this Adminis 
tration may meet adequately the estimated requirements of other agencies, 
orders have already been placed which will result in an inventory of stoek war 
house items on hand valued at $21,854,000 by the close of the first quarter of this 
fiscal year. This inventory at the close of the first quarter will be progressively 
increased throughout the current fiscal year in order to meet estimated demands 
from other agencies of the Government. Inventory objectives at the close of 
each quarter of the current fiscal year are estimated to be: September 30, 
$21,854,000; December 31, $27,854,000; March 31, $33,854,000: and June 30 
1952, $38,425,000. <A schedule of these inventory objectives for fiscal year 1952 
by quarters by regional offices is shown at the end of this submission. 


JUSTIFICATION 


The warehouse used by the Federal Supply Service as a supply center in Kansas 
City, Kans., was located at 1401 Fairfax Traffieway. On July 12, 1951, prior to 
the flood crest, water began coming into the warehouse from the sewers and 
water backed up around the warehouse. Employees of GSA equipped with 
boots, raincoats, ete., were put on 24-hour service in an attempt to preserve the 
Government’s property. Temporary dikes and sandbags were immediate!) 
placed around the warehouse. However, these dikes failed to withstand the 
impact of the water, caused by the breaking of the main dike on July 14. 

he main dike was located immediately opposite the warehouse building, 
approximately 500 feet away. When it broke on July 14 and the full impact of 
the water hit the warehouse, approximately 150 lineal feet of the wall on the 
east side of the building was immediately destroyed. As a consequence of the 
immense volume of the water surging into the warehouse from such a short 
distance, most of the merchandise and equipment stored therein was swept out 
The remaining merchandise was either completely destroyed or ruined for use for 
the purposes for which it was purchased. The loss suffered amounts to 
$1,430,000. 

The entire inventory of the Kansas City, Kans., Supply Center must be con- 
sidered as a total loss as far as future usability is concerned. The inventory on 
hand as of July 14 was valued at $1,345,620, most of which was washed away on 
the flood crest, with the few remaining items unfit for further use. Of the total 
inventory on hand, $1,250,433 represented the value of inventory stored for issue 
to requesting agencies, and $95,187 represented inventory on hand of supplies 
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and equipment of other agencies (including $26,464 of General Services Adminis- 
tration’s administrative property). Of the total equipment on hand which was 
used in operating the supply center, certain items valued at $74,380 were damaged 
to the extent that they are no longer in usable condition and will require replace- 
ment. The remaining equipment ean be rehabilitated for further use at an 
estimated cost of $10,000. The amount of money to be derived from salvaging 
the inventory and equipment remaining in the warehouse cannot be accurately 
estimated at this time. Preliminary estimates indicate a salvage value of approxi- 
mately $25,000. This amount, or such amounts as are obtained through salvaging 
this material, will be covered into miscellaneous receipts of the Treasury. 

There follows a listing in detail of the inventory and equipment on hand as of 
July 14, 1951, for which it is requested that funds be appropriated for restoration. 


Materials by class for issue: 


ON a SS a $23, 487 
es CE ee tn pa nu beweeawnlee a 9, 280 
Og BR So UL Se a ae 336, 948 
Class 27. Dry goods and floor coverings ------------ 88, 661 
eee eee on ai erem ne 41,013 
Class 38. Brooms, brushes, and mops---_------------ 33, 395 
eee ee SE no ace me une . 17,093 
Class 42. General hardware........................ 16, 547 
Class 51. Chemicals and drugs- --- - aes Stee Sa th tad . 86,511 
Cie Oe. Seer eno Wares... <=... .5.-....2...., 48 30 
Class 53. Stationery - --------- Ee ar cai meine, OO; OAS 
Rae ee, See SneGnines. ft wee ee 
eee oe, Otero ; Ss ..u-. 465, 084 
ear Our CenOO8... cs os Cal 3 ke as is i. 2 


———— $1, 250, 433 
Inventory of other agencies (including GSA): 


GSA administrative property ........-.---------.-- 26, 464 
PBS supplies and equipment__- - pSedteccs cael 12, 932 
Veterans’ Administration supplies... _..-.---_--- 44, 103 


Social Security furniture......---....-.--.......--. 11,688 
——_~— 95, 187 


Operating equipment to be replaced: 


Pallets _ - pais bd : 40, 000 
Fork lift trueks___-_- ‘ d 8, 680 
Trailers Se ae or te a tees 3, 600 
Cleaning equipment ____- . Pie as 1, 300 
es Las C Mier ee Bie ne eee 1, 000 
Operating supplies (small tools, etc.) Feb 1, 000 
Machines—paint-mixing, welding, cutting, rope- 

enn fi iis 20 os dees ee We decd a ok ee 7, 800 
Fire extinguishers_____-_-- - ban 2, 500 
Furniture, office . wei co 1, 000 
Packing equipment and tables____---~--~--- eee 6, 500 
Dene NIRS. 2 ok Loeb ec buleSwelctaan 1, 000 

eens 74, 380 

Rehabilitation of remaining operating equipment -_--------- 10, 000 

I a te oe eng a hoe See ..-. 1, 430, 000 


RESTORATION OF INVENTORY RECORDS 


Chairman McKetiar. But you would not know, Mr. Larson, what 
the actual losses were? You were never in charge of that out there 
yourself. I am just wondering if you have somebody out there who 
would know something about it. 

Mr. Larson. Mr. Daly of my staff spent considerable time out there 
immediately after this flood occurred, Senator. This inventory is 
taken from our inventory records, as to what we had in stock. 
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Chairman McK e.tuar. Where were those records kept? Were they 
kept in the warehouse? 

Mr. Larson. No; those inventory records were kept at our down- 
town office in Kansas City, Mo., and that was never flooded. There 
were a number of other types of records that were kept in this building, 
however, that were flooded, and we had to restore a lot of them, which 
is another item on here of $30,000 which I will discuss later. 


DISPOSAL OF SALVAGE 


Senator ELLENpER. How did you proceed to the disposition of 
recoverable goods? How did you dispose of the goods that were 
salable? 

Chairman McKeuiar. You got $25,000. Who paid the $25,000 
and what goods did you sell? 

Mr. Day. I do not understand that has been accomplished 
as yet, sir. 

Chairman McKe.tar. | am talking about the testimony here as 
given by Mr. Larson. 

Mr. Larson. I said we estimated the value of the salvage at 
$25,000. That is an estimate that we put on it. 

Senator ELLenpeR. You did not sell them? 

Mr. Larson. No, not yet. 

Senator ELLENDER. You still have all the goods on hand? 

Mr. Larson. We still have the salvaged goods, which we estimate 
are worth $25,000. 

Senator ELLENpER. Are not any of them usable? 

Mr. Larson. Some of them may be usable to some extent. 

Senator ELLENDER. You will not sell those? 

Mr. Larson. We will not sell those that are usable for the purpose 
intended; no. 


REVOLVING SUPPLY FUND REPLACEMENTS 


Senator Corpon. $1,430,000 will go into the revolving supply fund 
and used to replace the inventory of General Services Administration 
for servicing other agencies, and your operating equipment in your 
new location? 

Mr. Larson. That is correct. 


SALVAGE AND RESTORATION OF RECORDS OF OTHER AGENCIES 


Now the next item, Senator McKellar, is an item of $30,000 for 
the salvage of 10,000 cubic feet of records and restoration of 500 cubic 
feet of records that are of value to the General Accounting Office, 
fiscal records and property records which were stored in this ware- 
house, pictures of which I showed you. The justification for that 
begins on page 25. é 

(The justification referred to is as follows:) 
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SUPPLEMENTAL EsTIMATE FOR FiscaL YEAR 1952 OpreRATING EXPENSES— 
NATIONAL ARCHIVES AND Recorps SERvIcE, Recorps CENTERS ACTIVITY— 
RESTORATION OF RECORDS DEPOSITORY 


APPROPRIATION LANGUAGE 
“For an additional amount, fiscal year 1952, for ‘Operating expenses,’ $30,000.” 
GENERAL STATEMENT 


This estimate provides for the additional amount necessary to defray the 
emergency expenses for the restoration of records located in a portion of the 
Federal Supply Center, Kansas City, Kans., and used as a records depository, 
which was damaged by the flood during July 1951, replacement of storage equip- 
ment, and provision of storage space for the balance of the year. 

The surge of water entering the depository section of the warehouse washed 
the records into a corner of the building where they were immersed in mud and 
water to a depth of up to 20 feet for several days. 

All of the work involved in this item falls into the records centers activity of 
the regular “Operating expenses’? appropriation. For the purpose of this esti- 
mate the work is subdivided into three categories, summarized below and ex- 
plained separately in the following pages under this heading: 


SUMMARY OF COSTS 


(a) Restoration of essential records ge Na aT ero $8, 430 
(b) Replacement of equipment . 4,270 
(c) Space replacement and moving 17, 300 
Total_- z 30, 000 

PROGRAM AND PERFORMANCE 
Restoration of essential records - - —- i eM sare td __cubie feet 500 


Unit cost per cubic foot : $16. 86 
Performance cost_-—-—---- " ° $8, 430 


JUSTIFICATION OF PROGRAM AND PERFORMANCE 


As soon as the floodwaters receded, immediate steps were taken to remove the 
records which originally occupied 10,000 cubic feet of space, but were expanded 
by water soaking to twice that volume, to facilitate drying. Most of the reeords 
will not require further treatment at this time. There are, however, approximately 
500 cubic feet of essential records (chiefly fiscal and personnel records) which had 
to be immediately restored by cleaning, rehabilitating, and flattening, sheet by 
sheet, in order to arrest further deterioration and permit future use. 

The physical condition of the records, as a result. of being inundated, will 
necessarily retard the rate of progress which ordinarily could be expected in 
restoration programs, which is reflected in the unit cost of $16.86. It is estimated 
that an average of 2 cubic feet of the essential records can be restored per man-day. 
This will require a total of 250 mandays to restore the 500 cubic feet of essential 
records herein provided for. 

As GSA has no regular trained staff in the depository, the work will have to 
be performed by temporary employees recruited in Kansas City, who will b« 
trained and supervised by expert technicians temporarily detailed from the 
National Archives in Washington, D. C. 

In view of the emergency nature of the program, it is planned that the restoration 
process will be geared to a 48-hour week which will involve 8 hours overtime per 
man-week. Costs for personnel and other objects are as follows: 


Archivists, 2 at $5,400 by %2 year , . $830 
Archives repairmen, 14, at $2,674 by %2 vear 2, 150 
Overtime _____-. ; ree , 650 
Total _ _ - Hs ‘ Lies 3, 630. 
Travel and per diem of supervisors : : 800 
Rental of mechanical drying equipment peer 1, 000 
Restoration supplies (chemicals, blotters, wax paper, etc., to restore 500 
cubic feet of records at $6 per cubic foot)__.._.._____- =< _. 8,000 


Total restoration of essential records__.....__.________- 8, 480 
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Program and performance 


Replacement of equipment (450 file cabinets and approximately 2,500 


foot lockers) cubic foot capacity.._.._.....____- Sao en aie cee 7, 000 
Seah Gee ter omen FOO 3 oa hk COS ee nee $0. 6) 


ae a ee $4, 270 


JUSTIFICATION OF PROGRAM AND PERFORMANCE 


The records of the depository were maintained in 450 wood and 300 steel fil: 
cabinets, and approximately 2,500 wood and 600 steel foot lockers. The wooden 
file cabinets and foot lockers are a complete loss as a result of flood damage 
The metal file cabinets and metal foot lockers may, however, be satisfactory for 
depository use after being properly cleaned. y 

This estimate contemplates the installation of standard records center equip 
ment consisting of shelving and cardboard boxes to accommodate 7,000 cubic 
feet of records previously maintained in the wooden equipment as follows: 


Shelving for 7,000 cubic feet of records, at 46 cents per cubie foot. ____- $3, 220 
Cardboard containers, 7,000 at 15 cents____________. Bugera) sétosc B50 
Total cost of shelving and containers included in estimate. ______ 4, 270 


In comparison to the standard equipment proposed, the estimated cost o! 
replacing the wooden file cabinets and wooden foot lockers, in kind, would be as 
follows: 


450 file cabinets, at $50___- — . PaO AL SU eee S00 
2,500 foot lockers, at $4__ oe oe ee. ANS ap SEIN : a] 10, 000 


oan Soplnsement Wale... | | 25: coteecescacc ecco A 32, 500 


Program and performance 


Space replacement and moving-._-_.........---------square feet... 17, 000 
Unit cost per square foot__...........-.------- fe et, Ma Da O17 
Performance cost sOa cidac Cece ses Sin Madden Secs BeBe, 300 


JUSTIFICATION OF PROGRAM AND PERFORMANCE 


The depository was located in a portion of the Government-owned warehouse 
building of the Federal Supply Service. Due to the extensive flood damage to the 
building and the cost of repairing it, GSA has recommended that the building be 
abandoned for the purpose for which it had been used, which necessitates the 
procurement of other space. A survey indicates that Government-owned spac: 
in Kansas City is not available for depository use; so it will be necessary to lease 
commercial space for this purpose. 

Suitable space has been selected, consisting of 17,000 square feet, at a rate 
much lower than any 10,000 square-foot blocks of satisfactory space that were 
found. This space is available for lease at 71 cents per square foot per annum, 
including utilities. In addition to the rental expense, guard and janitorial 
services must be furnished by the Government as well as the expense of moving 
the records to the new location at an estimated cost of 40 cents per cubic foot 
Costs for personnel and other objects are as follows: 


Rental of 17,000 square feet, at 71 cents per square foot per year for 11 


months eas tel ecb aE LE ackeacralte et it wioten dd $11, 060 

1 guard-janitor, at $2,450 by 'M4e____-- tcupddiwenemeapne wild cut 2, 240 
Moving records to new space, 10,000 cubic feet, at 40 cents per cubic 

FOOG. 6c o meg ch thcclitt bh. £4 weld een Sa eet Livanegiwetene este teint. 3 cent ane 4, 000 

Total space replacement and moving_-......----------------- 17, 300 


Personal services, $5,870.—The restoration program will be under the technica! 


supervision of experts from the central office. Two archivists will be detailed 
from the central office for a period of 4 weeks to train temporary personnel and 
supervise the restoration program, 

In view of the nature of this restoration program, it is proposed to employ 14 
archives-repairmen, grade CPC-5, on a temporary basis, 48 hours per week. 
Although the restoration process will necessarily be on a sheet-by-sheet basis, 
the program contemplates completion in 3 weeks. 
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One employee will be required for the balance of the year for guard-janitor 
duties at the new location of the depository. The proposed terms of a lease for 
commercial space, which has been selected for the depository, does not provide 
for guard or janitor services by the lessor. It is proposed to combine the guard 
and janitor services, and.to employ a grade CPC—4 guard. The program con- 
templates the leasing of space and the employment of a guard-janitor immediately, 
which will result in a lapse of approximately 1 month. 

Travel, $800.—To provide travel and per diem for two employees on detail from 
the central office for a period of 4 weeks each. 

Transportation of things, $4,000.—Moving expenses in connection with trans- 
porting approximately 10,000 cubie feet of records from the Federal Supply 
Warehouse to the new location selected for the depository, are estimated at the 
commercial rate of 40 cents per cubic foot. 

Rents and utility services, $12,060.—Rental of mechanical drying equipment 
($1,000) and rental of approximately 17,000 square feet of space, which has been 
selected for the depository, at a rental rate of 71 cents per square foot per annum, 
including utilities ($11,060). The program contemplates immediate leasing of 
this space; therefore, the funds requested have been computed for a period of 
11 months 

Supplies and materials, $7,270.—Estimated requirements are computed as 
follows: 


Supplies for restoration of essential records, including chemicals, blotters, 


wax paper, etc., 500 cubic feet, at $60_......----_- ‘. $3, 000 
Shelving for 7, 000 cubic feet of records, at 46 cents per cubie foot_- ank Oo aa0 

Cardboard containers (1 cubic-foot capacity) for shelving records, 7,000, 
ads ae oc han wits ae ahi apie aes selma tad 0 gin ee eee es a L, 050 
Wee 2 iGia oUt Soe i ewe atl: alee has Gaits a 7, 270 


EXPENSES, GENERAL SUPPLY FUND 


Mr. Larson. I am sorry that I skipped one item. I was taking 
them in the order in which they were transmitted in the Bureau of 
the Budget’s communication to this committee. That item, I think, is 
a simple « one, and self explanatory 


SALVAGING RECORDS AT KANSAS CITY 


We have been required to employ additional people and to send 
people from Washington, who are specialists in the matter of restoring 
records that have been damaged, out to Kansas City to effect the 
restoration, and the breakdown of how the items are spent begins on 
page 25, of $8,430 for the restoration of the records, the replacement 
of equipment, $4,270, and space replacement and moving, $17,300. 

Senator E.tenper. Are the records you had in the warehouse those 
relating to operation of the warehouse? 

Mr. Larson. No; these are records of other Government agevcies 
that we were storing in this warehouse as part of our program for 
storing Government records in central locations. 

Senator ELLeENDER. Are you going to recopy them, or how are you 
going to restore them? 

Mr. Larson. Dr. Bahmer is here, and can explain that. 

Dr. Baumer. The process includes drying, cleaning, and flattening 
with wax paper inserts between each page or sheet for the small quan- 
tity Mr. Larson mentioned, the 500 cubic feet. Those records con- 
sist of legal and personnel matters, on which money and claims will 
depend. It is necessary that we restore them physically and it costs 
that much money to do it. 

The remaining 9,500 cubic feet were dealt substantial damage, but 
are not of sufficient importance to spend a considerable amount of 
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money on them, other than spreading them out, and having them diy 
normally with some additional heat on them. 

Chairman McKeuxar. How large a space is it? Will it cover as 
much as this room? 

Dr. Baumer. There were about 10,000 cubic feet of records alto- 
gether. It would be larger than this room, sir. 

Mr. Larson. It would be three times as large as this room. 

Chairman McKe .uar. The cost is $17,500. That is a pretty big 
cost. 

Senator ELLENDER. Were any of those records washed down thy 
stream? 

Dr. Baumer. Probably very few as they were stored at one end of 
the building which was not demolished. However, 250 cubic feet 
were irretrievably lost. 


INVENTORY RECORDS OF WAREHOUSES 


Chairman McKe.uiar. Could we not have somebody here who 
knows? Let us have the facts. 

Mr. Larson. The facts are, Senator McKellar, that 500 cubic feet 
of the records were records which were kept for future use of the 
General Accounting Office and other people. They included title 
records and sales records, personnel and payroll records which were 
considered so vital that they had to be restored. That will cost us 
about $8,000 to do that. 

Chairman McKe.uar. The records of the warehouse were all kept 
uptown? 

Mr. Larson. That is right, the inventory records of the warehouse, 
but the records I was discussing were dead storage records that we had 
been storing for other agencies, there in the warehouse. 

Chairman McKe.uiar. What other agencies? 

Dr. Baumer. They were largely War Assets Administration records, 
that were transferred to the General Services Administration, and 
then records of the General Services Administration itself and other 
agencies. There were not such large quantities of records of other 
agencies. 

Mr. Larson. Those are records which the General Accounting 
Office thought should be kept. Part of those records were stored in 
450 wooden filing cabinets, and 2,500 plywood footlockers which were 
demolished. To restore those in kind would cost $32,500, but we do 
not propose that. We propose that we store them in the manner that 
we store records in our Federal records centers, in cardboard con- 
tainers, on shelving, which would cost $4,270, or $28,230 less than 
replacement of the demolished equipment. 

Now, moving those records, which total about 10,000 cubic feet and 
providing new storage facilities, will cost us $17,300. The moving of 
the records cost $4,000, the rental, $11,060, and guard and janitor 
service, $2,240, as set forth on page 28. 


») 


Senator McKetiar. Who has the contract for moving the records’ 

Mr. Larson. The contract for moving? 

Chairman McKeuuar. Yes, $17,300, I believe it is. 

Mr. Larson. $4,000 on page 28. 

Chairman McKewuar. Look at page 25? Space replacement and 
moving, $17,300. 
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Mr. Larson. Yes; that is correct, and that is broken down in detail 

on page 28, 17,000 square feet of space, at 71 cents per square foot, for 

11 months. The Ist of August is when we leased the new space. 
Chairman McKe.tiar. What does total replacement value mean 

there? 

RENTAL OF SPACE 


Mr. Larson. This new space is not Government-owned space. 

Senator FerGuson. You are going to rent space? 

Mr. Larson. Rent space until we can establish Government- 
owned space for it. 

Senator Corpon. You are not putting these in the warehouse you 
get from the Army? 

Mr. Larson. No, sir. That is not even enough space to run a 
limited supply operation. 

Senator Ferauson. You will have to move at the end of another 
year, or something like that? 


ESTABLISHMENT OF RECORD CENTERS 


Mr. Larson. Public Law 152 and.its amendments provide for the 
establishment of record centers, and in the course of the establish- 
ment of those record centers, we will, in the course of time, come 
before the Congress for appropriations to establish a record center at 
Kansas City. We have had a record depository operation there, but 
it has been in space scattered in several different locations. 

Senator Ferauson. Then you will have to keep paying this $11,060 
a year until you get a place built? 

Mr. Larson. Or until such time as the General Accounting Office 
permits us to destroy the records, but that is much cheaper than 

Senator Ferguson. Why do you not ask to destroy these records? 
These are old War Assets’ records? 

Mr. Larson. We did ask and were able to get rid of a large quantity 
but it was determined that this quantity of records should be kept 
until certain audits were completed and the statute of limitations no 
longer apply. 

Chairman McKetuiar. Who determines that? I would like to 
know who it is. 

Mr. Larson. The Comptroller General, Senator. 

Chairman McKetiar. The Comptroller General would not have 
time himself. Who was the man who ordered it, determined it? 

Mr. Larson. He has established retention periods for all such 
records which have fiscal implications in accordance with the Records 
Disposal Act of 1943. 


CONTENTS OF DESTROYED WAREHOUSE RECORDS 


Senator Fereuson. Did he know the contents of these records? 
) Mr. Larson. Yes. 
Senator Ferguson. What were they? 
Mr. Larson. They are largely the disposal records, fiscal records, 
and personnel records of the old War Assets’ operation. 


88249—51——64 
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Senator Frrcuson. Could you show us the showing that you made 
to him and he turned down the destruction of these records? This 
is an unusual case, where they are reestablishing old records like 
these. 

Chairman McKetuar. And it costs $17,300 to move them. That 
is What bothers me. 

Senator Ferauson. Then they will pay $11,000 a year for keeping 
them. 

Senator Corpon. I should imagine it would probably come from the 
General Accounting Office. 

Chairman McKetiar. Wherever it comes from, give us the infor- 
mation, because we will be laughed out of the Senate. 


PROTECTION OF RECORDS ALREADY ACCOMPLISHED 


Mr. Larson. So far as the restoration of the 500 feet of records is 
concerned, the work has already been accomplished. 

Senator Frreuson. You mean you have restored them and now 
you come in and ask to pay for it? 

Mr. Larson. Yes; this is in the nature of a deficiency estimate. 

Senator Ferguson. Have you moved the records? 

Dr. Baumer. Yes. 

Senator Frreuson. All we can do is appropriate the money, 
that is the position we are in? 

Mr. Larson. We are asking you to do so because we think it is 
justified. That we step in immediately to protect and preserve 
Government property in case of fire, flood, or any catastrophes. 

Senator Fereuson. And what if we do not do it? You have spent 
the money. 

Senator ELLenpER. They had to get them out of the warehouse. 
The warehouse floated away. 


ALLOCATION OF OPERATING EXPENSES 


Chairman McKetiar. Who gets the $30,000 if we appropriate 
that amount? I want the name of the man who gets it? 

Mr. Larson. Who gets what? 

Chairman McKetiar. Who gets the $30,000 you are asking us to 
appropriate? 

Mr. Larson. The General Services Administration. 

Chairman McKe.uar. I know; but that does not mean anything. 
Who is the man who actually gets it? You say you have already 
done it. Who was the man that did the work and what is his name 
and his address? 

Mr. Larson. That is only $8,430 of the amount. That work 
has beer done. Those people have been put on the payroll of GSA 
and have performed that service. The travel has been made, the 
space leased, and Government property has been preserved. 

Chairman McKe.uar. It is $17,300. 

Mr. Larson. That is for moving, for rental, and for guard-janitor 
service. 

Chairman McKe tar. It does not say so here. It says ‘“Replace- 
ment.” 

Mr. Larson. That is broken down in detail on page 28. 
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Chairman McKetuar. I wish you would give us the facts about 
it. The man in Kansas City must know something about it. 

Mr. Larson. I did not think it was necessary to go to the expense 
of bringing people up here from Kansas City for this $30,000 item. 

Senator Corpon. May I make an inquiry, Mr. Chairman, that is 
on my mind? 

On page 26 it says that: 

Immediate steps were taken to remove the records which originally occupied 
10,000 cubic feet of space * * * Most of the records will not require further 
treatment at this time. There are, however, approximately 500 cubic feet of 
essential records which had to be immediately restored by cleaning, rehabilitating, 
and flattening * * *., 


RECORDS RESTORED TO DATE 


Now, that has been done, as I understand it. Do I understand that 
a total of 10,000 cubic feet of records are intended to be moved? 

Dr. BAuMer. Yes; they all have been moved to new space. 

Chairman McKe.iar. That is not what it says here. 

Senator Corpon. Of that 10,000 cubic feet, what portion has been 
restored? 

Dr. Baumer. The 500 cubic feet, that we indicated here, are sub- 
stantially restored at this point. 

Senator Corpon. As to that 500 cubic feet, you testify that it repre- 
sents certain records with respect to which some proceeding were being 
had now of some sort or character, audit or otherwise? 

Dr. Baumer. Or in regard to which there were fiscal problems 
that the General Accounting Office felt required keeping the records, 
because of possible claims; unsettled claims. 

Chairman McKe.tiar. Who was it, of the General Accounting 
Office? 

Mr. Larson. We will get it for your, Senator. 

Chairman McKe.iar. Can you tell us? 

(The information referred to is as follows:) 


Reasons Wuy FeprerRAL ReEcorps DAMAGED IN THE Kansas City FLtoop Must 
Be Stitt RETAINED 


The records located in a portion of the Federal Supply Center building in 
Kansas City, Kans., and damaged by the flood during July 1951 were created by 
the regional office of the War Assets Administration and consist principally of 
sales jacket files, real estate accounting records, and personnel and related fiscal 
records. 

None of the records are immediately disposable for the reasons indicated below, 
but under the provisions of the Records Disposal Act of 1943 (57 Stat. 380) the 
dates on which 80 percent of them can be destroyed without prejudicing the rights 
of either the Government or private citizens has been already established, as 
follows: 

Sales jacket file-—Contains copies of all documents effecting sales of surplus 
personal property. There were about 8,000 cubic feet, of which about 250 cubic 
feet have been irretrievably lost. The remaining records will be repaired only 
as they may be required in handling claims and litigation arising from the sales, 
but they must be retained for 10 years. Since the most of the sales were com- 
pleted in 1947, about 60 percent of the records, nearly 5,000 cubic feet, will not 
be disposable until 1957. The 10-year retention period on these records was based 
essentially on the 10-year statute of limitations governing claims arising from 
such sales transactions. This retention period was approved on June 13, 1949, 
by the Joint Committee on the Disposition of Executive Papers, consisting of 
Senators Olin D. Johnston and William Langer on the part of the Senate, and 
Representatives Edward A. Garmatz and C. W. Bishop on the part of the House, 
by House Report No. 785, Eighty-first Congress, first session. The Comptroller 
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General of the United States concurred in the disposal of the records after 10 years 
in a letter of September 27, 1949, to the Administrator of General Services. 

Real estate accounting records.—These records document sales and lease 
transactions carried on by the War Assets Administration and predecessor dis- 
posal agencies in handling real estate. They amount to about 1,500 cubic fee: 
War Assets A? »inistration real property sales were often made payable over 
long periods of ti ne, some as much as 50 years, with title reverting to the Federal 
Government in cases of default in payment by purchasers and they often included 
recapture or security clauses which are subject to reclassification by the Munitions 
Board. For these reasons Members of Congress and representatives of the Comp- 
troller General make frequent calls for information as to terms and conditions of 
sales. The disposal date for these files will necessarily be at least 10 years after 
final settlement of the long-term contracts or after the Government has taken 
action to terminate the recapture or security clauses. 

Personnel records, including individual earnings records and related payrolls 
These are the official personnel folders, together with related pay records that 
are necessary to document retirement rights and pay of civilian personnel. They 
amount to about 500 cubic feet. The official personnel folder is required by the 
Civil Service Commission and is considered to be the official permanent record 
on employee history, containing the papers which give legal force and effect to 
appointments and all other personnel transactions (Federal Personnel Manual, 
R1-—35-38). The pay records, according to a letter from Lindsay C. Warren, 
Comptroiler General of the United States, to the Administrator of General 
Services, May 28, 1951, are among those ‘‘for which no risk of loss should be 
accepted”? and loss of which “would seriously handicap the operations of the 
{General Accounting] Office.” 


RESTORATION OF ESSENTIAL RECORDS 


Senator Ferauson. Could you explain what you meant by restoring 
these records? 

Dr. Baumer. Yes, I can, Senator. I can give a brief description 
of what the records were in the 500 cubic feet we restored. 

Senator Ferauson. I do not care what the records were. How do 
you restore them? I see them here in this picture as a mass of mud. 

Dr. Baumer. The water-soaked and mud-encrusted records were 
taken out and spread out where they could dry by natural drying 
and some fan heat. Those 500 cubic feet that we talk about restoring 
were cleaned and flattened, sheet by sheet, and between each separate 
sheet, wax paper was inserted and pressed flat, so that when they com- 
pleted drying, they would be in usable condition and would not stick 
together. 

Senator Ferauson. How much did that cost? 

Dr. Baumer. The personnel cost was about $4,000 in addition to 
the supplies that were essential, but it is possible that settlement of 
many hundreds of thousands of dollars of claims might rest on the 
records. 

Senator Ferauson. I am not talking about the value of the records; 
I am talking about the work to get them reassembled and dried 
That costs $8,000? 

Dr. Baumer. That is our estimate, but it seems a little too low now. 

Mr. Larson. That is broken down on page 26, Senator. 


AFFECT OF FLOOD ON EQUIPMENT AND SUPPLIES 


Senator Frerauson. I see a lot of items there. I do not see how 
the flood destroyed them—$40,000 worth of pallets, fork-lift trucks, 
$8,000; trailers— 

Mr. Larson. That item we have already gone over. 








WV 
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Senator Frercuson. I know you have, but how did the flood destroy 
that? 

Mr. Larson. The pallets washed down the stream. They are 
wooden pallets, like rafts. The equipment items were under water 
for about 2 weeks. 

Chairman McKetuar. That might damage them very much, I can 
see that, but it would not destroy them. 

Senator Fercuson. They had hand tools at $17,093. There were 
$33,395 worth of brooms, brushes, and mops. 

Mr. Larson. Yes, sir; and they went down the stream or were 
destroyed beyond use. 

Senator Fercuson. What do you mean by hand tools? 

Mr. Larson. Hammers, screwdrivers, pliers. 

Senator Fercuson. Water would not hurt those? 

Mr. Larson. Yes, Senator, if you leave it under water for 2 weeks, 
it will rust and will not be of much use. 

Senator Tuyr. A certain amount of that inventory went out when 
the wall of the building was washed out, due to the floor collapsing, 
and when they washed out they possibly could have gone downstream 
and the trays that the tools and equipment were in might have 
disintegrated. If it was just a question of water damage, then you 
would have salvage value there. Even if you could not give it 
under a requisition order, you might offer it for sale under a salvage. 
But, according to your own testimony you have evidently lost in- 
ventory by the mere fact that it went out in the flood. 

Mr. Larson. Lost it and had it destroyed beyond any salvage 
value. 

Senator Toye. Of course, a screw driver, a hoe, and a hammer 
are not lost beyond salvage value. 

Chairman McKeuiar. Mr. Larson, you said the inventories were 
all saved; they were uptown. You have been misinformed. I am 
not reflec ting on your veracity at all. You are misinformed on these 
things. You said the records were uptown and they were not 
destroy ed? 

Mr. Larson. No; the records on paper that recorded what was in 
the inventory were not damaged, Senator. 

Chairman. McKetiar. You said the inventories were all kept 
uptown; that was your testimony. 

Mr. Larson. Only the inventory records. 

Chairman McKextar. I do not see that we can get very far, because 
you gentlemen are not acquainted with it. 

Mr. Larson. We have some people here who have been out there 
and saw conditions right after the flood. 

Mr. Mack. Mr. Chairman, Mr. Daly, who is at my right, was out 
there at Kansas City the day following the flood. He will be glad to 
tell you about the condition of the property at that time. 

Chairman McKeuuar. All right. 


SURVEY OF EFFECT OF FLOOD 


Mr. Daty. Senator, I believe I can probably clear up some of this 
misunderstanding, sir, if I report to you exactly what I saw and found 
when I arrived at the flood scene, approximately 12 or 15 hours after 
it occurred. 
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First of all, we keep the inventory records for all our warehouse 
stocks in our regional offices. We operate just as any other business 
concern operates, and keep a record of what we have on hand and what 
is issued for all items of our stock. 

Chairman McKe tuiar. You keep that up town? 

Mr. Daty. Yes, sir. Those records were intact and I personally 
examined them. 

The warehouse itself felt the full effect of the floodwaters from thie 
break in the dike. About 100 to 150 feet of wall actually collapsed. 
Witnesses, whom I questioned very closely, told me at the time tho 
walls collapsed it was like an explosion, and the force of the water 
actually washed out desks, boxes—and one man reported to me that 
a 350-pound steel drum of soap actually shot through the air. 

Now, I saw these things scattered along the river bank for many 
hundreds of yards. There was a freight car full of paint that was 
on the tracks that disappeared during the flood. When the water 
receded we found that freight car in a hole that the water had just 
washed out under the concrete and it caved in. 

Now, to determine what the Government’s loss was, we immediately 
checked what our inventory records showed we had on hand as of that 
date. That is as reported on page 7. These people started working 
as soon as the floodwater receded, to gather up all Government prop- 
erty that could be reclaimed. That is being carefully guarded, and 
they have a regularly organized salvage operation trying to get that 
stulf together. 

Such items as, perhaps some hand tools that can be dug out of 
this muck and mud, will be cleaned up and they will either be recon- 
ditioned for use in the Government service or offered for salvage 
through the regular procedure. The Government will get the maxi- 
mum recovery from salvage; all proceeds will be deposited into 
miscellaneous receipts of the Treasury. 

Senator Ferauson. Was this the Government warehouse? 

Mr. Dany. Yes, sir; the Government warehouse operated by GSA. 

Chairman McKetuar. It was rented by the Government? 

Mr. Dany. It was a Government-owned warehouse, built about 
1945, on city-owned land, sir. 

Chairman McKe.iar. They paid a yearly rental for the land? 

Mr. Larson. Only for the land that the warehouse rested on. The 
Government owned the building, Senator. It was built during the 
war. 

Mr. Daty. I believe the Senator raised some question about these 
pallets. 

As the Senator probably knows, a pallet is nothing more than wood. 
It looks like a wooden raft. When that terrific fics of water hit 
the pallets, many of them were reduced to kindlings and the balance 
floated away down the river. 

Senator Ferguson. How come your cabinets did not float away? 

Mr. Baumer. The records happened to be at one end of the build- 
ing that did not feel the full force of the water. 

Senator Toye. Mr. Chairman, this gentleman right here may be 
able to offer some information for the record, because he drew 2 
diagram on paper showing that of the actual length of the building, 
one section of that building went out and everything that was in that 

section was washed out, whereas the two ends remained intact, and 
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there the water just damaged the merchandise, but actually it was 
not flooded out. 

Chairman McKet.ar. Just as soon as this gentleman is through, 
we will hear from him. 

Senator Tuy. I think that is important to get into the record. 

Chairman McKe.iar. Yes; we will get it in the record. 

Senator FrerGuson. Could I make inquiry as to whether or not you 
are going to rebuild this warehouse? 
Mr. Larson. No; we are not. 


TEMPORARY WAREHOUSE FACILITIES 


Senator Ferauson. Do you have another warehouse in Kansas 
City? 

Mr. Larson, No; we do not have another warehouse. We are 
one 100,000 square feet of the space made available to us on a 
temporary basis from the Army. We have had to add to our inven- 
tory in Chicago, Denver, and Fort Worth and Dallas, in order to 
take care of the seven States that have to be supplied and heretofore 
have been supplied from this warehouse at Kansas City. 

Senator Frerauson. Does anybody here know whether or not the 
trucks and trailers actually washed away? 

Mr. Larson. | would like to have Mr. Daly speak to that. He 
was out there and saw the damage. 


REPLACEMENT OF LIFT TRUCKS 


Mr. Dary. In answer to your question, there is an item of $8,680, 
representing two fork-lift trucks. We saved a great number of other 
fork-lift equipment by moving it to high ground. They reported to 
me that the two trucks, the ones they lost, were those they kept in 
the warehouse until the last minute and they were covered with mud 
and debris and so forth, and for all practical purposes they should be 
considered lost, besides, they were very old trucks. 

Now, a fork-lift truck as vou probably will recall is a complicated 
piece of equipment; it operates on electricity or gas; and when sueh a 
truck is subjected to such abuse it is practically worthless. 

Now, this value is the replacement value according to the records, 
and they were very old pieces of equipment. That is also true, sir, 
for the trailers. The other things, the scales, operating supplies, 
paint-mixing machines, and so on, are the usual equipment found in 
Government warehouses, that were not moved to the high ground. 
They were actually lost. 

Senator Fercuson. It just appears to me that if this had been a 
private concern like the paint-mixing machines that are made of metal, 
they would have cleaned them up and the same with the trucks. 

Mr. Daty. All I can say in answer to that question, Senator, is 
that it is very difficult to visualize the damage unless you were actually 
there. 

Senator Frereuson. I was not at this warehouse, but I was out 
there, at the flood territory, and I saw the flood after it had gone 
down. The destruction by the flood I saw there. 

Chairman McKetuar. I did not even have that advantage, not 
having been there at all myself. 
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Senator Frercuson. It seems to me a tractor could be cleaned up 
by the Government and taken care of. 

Mr. Day. Well, I don’t believe, sir, 1 would be qualified to speak 
on that, to any exact degree, but as I said before, this is a gasoline- 
powered machine and it was entirely covered by mud and oil and ii 
was our operators on the site who reported that this could not be 
reconditioned with any value to the Government. 

Chairman McKetuar. When we appropriate the money, where does 
it go, and what person gets it? 

Mr. Larson. This would go to 100 different firms to replace this 
inventory, and we buy them on the market like we buy all supplies. 

Chairman McKeEtuar. How do you keep your funds, to the credit 
of the individuals or how? 

Mr. Larson. It is credited to the Treasury. 

Chairman McKetiar. Somebody has to draw a check on them. 
Who draws the check on these funds, this $30,000, and who draws 
that out? 

Mr. Larson. The disbursing officer of the Treasury. 

Chairman McKetiar. There was a gentleman down at the other 
end of the table who said he had some information, for Senator Thye. 


DESCRIPTION OF WAREHOUSE DESTROYED BY FLOOD 


Senator Toye. Mr. Daly has the record here of the warehouse and 
the structure of the warehouse and in what section of the warehouse 
actually was washed out, so that Mr. Daly should be able to tell us 
about how much of a span of that warehouse actually caved under 
the floodwaters. How long was the building, Mr. Daly? 

Mr. Daty. The building, I think, was about 500 feet long. 

Senator Tuyr. And how wide? I think it was 50 feet. 

Mr. Day. I think it was more than that, about 80 feet. 

Senator Tuyr. And there was a span in the center section of that 
building 

Mr. Dary. One hundred and fifty feet. 

Senator Toye. That caved in and the wall went over. 

Mr. Daty. Yes, sir. 

Senator Toye. And the water ran through it just like a stream of 
water would go down a river. 

Mr. Dary. That is correct. 

Senator Toye. And anything that was in that section of the ware- 
house went out. 

Mr. Daty. Not only in that section, sir, but the force of the water 
actually forced open the big doors in many other sections and caused 
the material that was in there to come out with great force and float 
away. I think perhaps it might make it a little clearer if you would 
look at this aerial photograph which shows the location of the dike 
with respect to the warehouse, and then examine this drawing which 
I made shortly after I got there. 

Senator Tuyr. You tell us where the dike broke. Was it on the 
north side of the building, upstream from the building? 


LOCATION OF WAREHOUSES IN RELATION TO FLOOD 


Mr. Daty. Let me get oriented here. The warehouse lay generally 
near the confluence of the Missouri and the Kaw Rivers. The main 
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dike on the Missouri River which was to the east of the warehouse 
broke very suddenly. There was no warning when this thing broke. 
There had been seepage and there was water that was under control 
with pumps and with sandbags, and the floor of the warehouse was 
relatively dry until without warning this section of several hundred 
feet of the main dike of the Missouri River suddenly collapsed. 
According to the eyewitnesses and according to the newspaper reports 
at the time, this wall of water came rushing in and the men on duty 
at the warehouse trying to protect the property had to flee for their 
lives to high ground. 

Senator Youne. The Corps of Engineers expected the dike to hold 
until a few hours before it broke. 

Mr. Davy. I was informed that that was so and we had no warning 
at all. This entire wall of water, which, as I say, lay a little to the 
east of the warehouse, struck the warehouse with great force, knocked 
out and knocked down a section of the building, of about 150 feet. 
One of the photographs that you recently examined showed that. 
I saw Government property that I recognized as having belonged in 
that warehouse, I saw it scattered for many, many hundreds of vards 
down the river and it was unbelievable to me that it happened with 
such force. I was amazed when I saw that freight car loaded with 
paint appear when the waters receded, but it was out of sight when 
the flood waters were there, and there was a big hole that had formed 
and it had fallen through the concrete. 

There is another thing in considering this loss that I think should 
be borne in mind that I haven’t brought out, and that is the substantial 
part of our inventory were in such items as paper and paper products. 
With the heat of Kansas City at the time and the water that was there, 
even the small portion that was up high and a little out of the water, 
was ruined, of course, by the moisture and the humidity. But the 
greatest damage, of course, was done by the washing away of the 
material and the coverage of the various items with this heavy 
layer of muck and sand and everything else. 

Incidentally, the water at that time was heavily charged with oil 
and gasoline from leaks in the refineries that added to the damage 
there. 

Chairman McKe tuar. Are there‘any other questions? 


RESTORATION OF CAPITAL LOANS FROM INVENTORY REVOLVING FUND 


Mr. Larson. I would like to point this out for emphasis, that this 
item is for the restoration of the revolving fund which Congress has 
appropriated, and which is a perpetual fund which amounts presently 
to $44 million, which we turn over in the course of our doing business, 
and there is no other way we have in the Government of making up 
for a loss caused by flood or fire. 

Chairman McKe.viar. I am glad you told me that because that 
is the first time I have had that suggestion. I am wondering why in 
the world the officials of the Government would sustain a loss like 
that and would make a claim like that for the Government’s losses. 
It appears that it is not the Government’s loss. 

Mr. Larson. Oh, ves, it is the Government’s loss, Senator, the 
Government is a self-insurer for all casualties such as fire, flood, 
and so forth. 
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That $44 million is represented in inventory that is in 10 war 
houses, and this is a request for replacing of that inventory tha: 
was lost due to the flood. The only way to replace the loss is |) 
appropriation. 

Chairman McKe iar. And why should you make an application 
for $32,000 in a flood situation of this kind? It is a strange thing to 
me. 

Senator Fercuson. If you have a fund of $44 million, why do yo: 
come here on a supplemental to replenish that fund of that amount 0! 
money, and why could you not operate this year on $43 million? 

Mr. Larson. It is a loss to the Government, Senator, and it is a 
capital loss to the Government which can only be replaced by an 
appropriation such as we are requesting here today. 

Senator Ferauson. Why should we appropriate this year to cover 
it? 

Mr. Larson. There is no other way we have of replacing it. 

Senator Frerauson. Can’t you get along on $43 million? 

Mr. Larson. No, because we would just have to forego some of our 
operations, and we would have to forego that proportional amount of 
the savings that are effected as a result of having a central suppl) 
operation. 

Chairman McKe tar. That is why I wanted to ask you the ques- 
tion a while ago, and I couldn’t imagine where the money was going. 
You say it is going to be put in the Treasury and all funds of the Gov- 
ernment are in the Treasury, and when they get into the Treasury 
they can only be taken out by an act of Congress. It is just some- 
thing that I have never heard of before in the long time that I have 
been here, I have never heard of a flood taking away materials of this 
kind and the Government employees at that point coming forward 
and asking that the Government losses be restored to the extent of 
$32,000. I understand the loss out there was hundreds of millions 
of dollars, and this is something that I cannot understand. Anybod\ 
that can explain it to me, I would be glad to have them explain it. | 
want to help you to do everything that is right in order to run this 
Government. 

Mr. Larson. We appreciate that, Senator. 

Chairman McKettar. I do not want to do an injustice, but | 
think some employee out there is undertaking to put one over on you, 
I think that that is really what has been happening. 


WAREHOUSE SYSTEM 


Senator Younae. I do not think that there can be any question 
about the loss, but there may be a question whether we want to 
replenish the revolving fund. 

Senator Fercuson. At this time; yes. 

Mr. Larson. I don’t think that anyone would doubt the advis- 
ability and the expediency of operating a decentralized supply ware- 
house operation. We have effected that type of organization and 
Congress has supported it, and that represents in the case of supplies 
to the eivilian agencies of the Government 12 warehouses. We have 
10 regions, and in 2 of those regions we have 2 warehouses in each 
region. Out of those 12 warehouses, we do business, just exactly like 
Sears, Roebuck does business out of their decentralized warehouses all 
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over the country. Now, if we don’t replace the inventory in this 
warehouse, we are out of business at this particular location. That 
means that we have got to ship farther and that means that we are 
farther away from the actual governmental operation. 


ADDITIONAL COSTS 


That is exactly what we bave to do in order to get this situation 
straightened out, and that is the last item on there of $256,000, of 
which $216,000 is to pay for the additional cost of having to operate 
out of three more distant locations instead of one. The other $40,000 
is for extraordinary expenses incurred in sandbagging, cleaning up 
after the flood, and so forth, that had to be undertaken during the 
course of the flood, trying to save the building and after that trying 
to get some salvage out of the building. That is all of our presenta- 
tion. I would certainly urge the committee to seriously consider the 
continuation of the operation at Kansas City. It would be more 
expensive to operate it in three different locations. 


OBLIGATED INVENTORY 


Senator Youne. How much of the $44 million do you usually 
have obligated? 

Mr. Larson. It is all obligated, considering the inventory and 
items in process of going to inventory, or for stock replenishment. 

Senator YounaG. You use the full authorization. 

Mr. Larson. Yes, sir; that fund turns over between three and four 
times a year. That turns over in inventory, and you see, the Federal 
agencies pay us what the supplies actually cost, and the Congress 
appropriates the money to run the supply operation each year, in 
lieu of recovering operating costs from the ordering agencies by 
surcharge. It is six of one and half dozen of another, but by cen- 
tralizing the Congress can control it better. 

Senator YounG. And by mass buying, it will save money. 

Mr. Larson. Yes, and it is control of use. Instead of one agency 
indulging in an expensive item, we can regulate the standard that is 
uniform through all agencies of the Government. All of those things, 
and many others, go into the advantage of the centralized supply 
operation. 

These appropriation items are for replacement of damages caused 
by the emergency and the additional expense caused by restoration 
and running in three locations instead of one. That is all I have to 
say. 


TERRITORY SERVED FROM KANSAS CITY REGIONAL OFFICE 


Senator Maysanx. Would you mind saying for the record where 
does the Kansas City office, your usual procedure, where it operates 
and what States it serves? 

Mr. Larson. Missouri, Kansas, Nebraska, Iowa, North Dakota, 
South Dakota, and Minnesota. There are seven States. 

Senator Maypanx. How many Offices like that do you have? 

Mr. Larson. We have 10 offices like that in the United States. 

Chairman McKe .uar. If there are no other questions, we are very 
much obliged to you. 

Mr. Larson. Thank you very much, Senator McKellar. 
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HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 


STATEMENTS OF RAYMOND M. FOLEY, ADMINISTRATOR; BERCH. 
MANS T. FITZPATRICK, DEPUTY ADMINISTRATOR AND GEN. 
ERAL COUNSEL; VERNON E. HUBKA, ASSISTANT GENERAL 
COUNSEL; HERSEY RILEY, CHIEF OF THE CONSTRUCTION 
DIVISION OF THE BUREAU OF LABOR STATISTICS; AND JOHN 
M. FRANTZ, DIRECTOR OF THE BUDGET AND ORGANIZATION 
STAFF OF THE HOUSING AND HOME FINANCE AGENCY 


DEFENSE HOUSING AND DEFENSE PRODUCTION ACTIVITIES 


Chairman McKetiar. The committee will next hear Mr. Foley, 
the Administrator of the Housing and Home Finance Agency. Be- 
fore Mr. Foley begins his presentation we will incorporate in the record 
the justification relating to the defense production activities of the 
Agency, and also the justification relating to Alaska housing. Follow- 
ing the justifications there will be inserted in the record a letter dated 
September 6 to the chairman of the committee, from the Honorable 
E. L. Bartlett, the Delegate from Alaska. 

(The documents referred to are as follows:) 


HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE 
ADMINISTRATOR 


DEFENSE PropuctTION ACTIVITIES 
(lstimate, $1,625,000; committee report, $800,000) 
(House hearings, pt. 1, p. 424) 


Page 29, line 2, strike out ‘‘$800,000’’ and insert in lieu thereof ‘$837,000, 
$788,000 below the estimate, an increase of $37,000 in the appropriation above 
the amount allowed by the House committee. 


HOUSE REPORT 


The House committee Report No. 890 ineludes the following statement from 
page 43: 

“The amount of $800,000, a reduction of $825,000, is recommended for the 
defense activities of this agency. The committee cannot understand the need for 
so much survey data in view of the many housing statistical data that have been 
gathered by this Agency over the past several years. Building intention surveys 
would seem to be governed by availability of supplies and materials rather than 
by the intent of individual builders. Lapse figures for the employment of per- 
sonnel have, in the opinion of the committee, been understated.” 


JUSTIFICATION 


The action of the House committee reduced the estimete for defense productio 
activities of the Housing and Home Finance Agency by $825,000—from $1,625,009 
to $800,000. Further action by the House eliminated the item entirely, along 
with defense production estimates of several other agencies. From the debate o1 
the floor it appears that this action was taken in the erroneous belief that estimates 
for the same activities had been included in the regular annual estimates of th: 
agencies involved and rejected in the course of consideration of such regular 
estimates by the Appropriations Committees and the Congress. 
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No duplication with regular appropriations 


No amounts were included in the regular estimates of the Housing and Home 
Finance Agency for fiscal 1952, or in the Independent Offices Appropriation Act, 
1952, for any of the activities included in the present estimate. This was clearly 
pointed out in the course of the floor debate in the House both by the chairman of 
the House Appropriations Committee and by the chairman of the Subcommittee 
on Independent Offices Appropriations (Congressional Record, pp. 10574 and 
10576; 10605 and 10606). 

The fact is that the agency has reduced a number of its normal programs during 
fiseal year 1951, and has modified others as far as has been legally possible in order 
to relate them to the defense program. The 1952 estimate for these regular 
activities of the agency was consequently reduced sharply over funds available in 
1951, and congressional action on the 1952 independent office appropriation bill 
resulted in further sharp reductions in those funds. 

The actual situation is the reverse of that apparently feared by the House. The 
appropriation here requested—far from being a restoration of regular funds elimi- 
nated from the annual appropriation—is absolutely necessary to avoid serious 
disruption of the activities of the office as a result of keeping defense activities 
moving With inadequate funds. Rather than delay or discontinue essential de- 
fense work, the office has maintained a nucleus staff both in Washington and the 
field for the purpose out of regular funds (although these had been heavilv cut). 
The fact that it has been necessary to operate for almost a full quarter on this basis 
has resulted in serious budget strain and understaffing to handle growing defense 
workloads. 

Elimination of the estimate for defense production activities, if confirmed by 
the Senate, would consequently force the Agency either to abandon its regular work 
at some point or to fail to carry out its part of the defense program, 


REVISION OF THE ESTIMATE 


The original estimate of $1,625,000 submitted by the President in House 
Document 172 (June 21, 1951) should now be revised to reilect two major changes 
since its submission: 

1. The Congress has since passed the Defense Housing and Community Facili- 
ties and Services Act of 1951 (Publie Law 139), approved September 1. The 
new act assigns additional responsibilities to the Housing and Home Finance 
Ageney which, at least in part, overlap some functions and activities covered in 
the estimate before this committee. To avoid confusion or duplication, therefore, 
it is proposed to eliminate the overlapping activities and the funds related to them 
from the estimate in H. R. 5215. 

2. A portion of the original estimate can now be eliminated because of the 
passage of time since it was submitted in June. 

These two modifications in the original request of $1,625,000 are explained in 
somewhat greater detail below: 


Elimination of overlapping with respect to need determination and programing of 
housing in defense areas 

A large part of the estimate submitted for administrative expenses of defense 
production activities in House Document No. 172 was intended to cover the cost 
of identifying and designating critical defense housing areas and of relaxing resi- 
dential eredit controls in such areas so as to stimulate the production of defense 
housing of the kinds and amounts needed to facilitate the defense effort. 

The Defense Housing and Community Facilities and Services Act of 1951 
Publie Law 139) also authorizes the designation of critical defense housing greas, 
and provides for certain financial aids and other action by the Government to 
relieve shortages of housing and community facilities impeding or threatening to 
impede the defense effort. Under Public Law 139, the relaxation of residential 
credit controls is one of the required measures to be taken in stimulating the pro- 
duction of defense housing in critical areas. 

Thus, under both the Defense Production Act and Public Law 139 many 
similar and closely related activities would be required—with respect to designa- 
tion of critical areas, surveying locality housing requirements, relaxation of 
credit controls, ete. However, under Public Law 139 a larger number of areas 
would be involved because of the different provisions of the act; the procedure 
for designation of critical areas is changed; certain new activities and types of 
aids are introduced; and the locality surveys and need determination requirements 
are more complex. 
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Under the circumstances, since the activities are closely tied together boi), 
by law and by administrative convenience, it is apparent that it would be difficu!; 
if not impossible to present the two budget estimates separately. The result . 
such separate presentation would be extremely confusing and likely to result 
overlapping or duplication in the appropriations. Since it is necessary to secur: 
supplemental administrative expense funds in order to carry out the provision: 
of Public Law 139, and in order to prevent such confusion or duplication, it 
proposed that all funds for activities related to locality surveys and determinatio, 
of defense housing needs under the Defense Production Act be eliminated fro), 
the present estimate in H. R. 5215. <A single combined estimate covering these 
related activities has accordingly been prepared for submission in connection 
with supplemental appropriation estimates under the new act, Public Law 139. 

The estimate for defense production activities should therefore be reduced 
the amount related to these functions, or $607,000. 


Reduction in certain costs due to lapse of time 


Part of the original estimate for defense production activities was intended to 
cover costs of certain surveys and reports on a monthly or quarterly basis, designed 
to produce information needed in the establishment and administration of national 
residential credit controls. No funds have been available for these activities since 
June 39. Since the purpose of these projects is to produce current information it 
would not be worth the cost now to secure the data for the first quarter of the 
current fiscal year. Accordingly, the total costs of these projects (described in 
more detail below) can now be reduced by $181,009. 


Recapitulation of revision 


Original estimate, defense production activities____.._._____- 5 Sa $1, 625, 000 
Delete housing need determination in critical areas _ _ _ __- $607, 000 
Revise credit control survey projects on 9-month basis... 181, 000 

———— — 788, 000 

Revised estimate, defense production activities________.__-- 837, 000 


THE REVISED ESTIMATE 


The following items remain in the estimate after the revisions detailed above 


Claimant agency activities __ bela bt Se 2 hank eee Sk ee PD 
General administration of credit. controls sk le re ae al 79, 000 
Survey projects for credit-control data____....-....-.-----------.- 309, 000 

RN ne le eal 837, 000 


Claimant agency activities 

The estimate for claimant agency activities is $449,000. 

This amount is to cover the activities of the agency in— 

(1) acting as claimant ageney for the housing industry in preparing and justi- 
fying estimates of materials required for housing construction; 

(2) working with the DPA and NPA in the development of regulations and 
procedures for materials controls, and evaluating proposed controls or limitations 
as they affect housing; and 

(3) administering the controlled materials plan in housing through supervising 
a self-certification procedure in the case of builders of one- to four-family units, 
and by making direct individual allocations to builders of multifamily units. 

The claimant ageney activ ity, therefore, involves a Nation-wide workload which 
affects the builders of all the 800,000- 850,000 new housing units contemplated in 
current materials allocations. Although much larger in this respect than the 
materials operation during World War II, the estimated cost of $449,000 
is only a fraction of the comparable cost during the war period. This saving is 
due entirely to the success of the Agency in developing the self-certification plan 
for builders of 1-4 family homes. 

The present estimate, therefore, depends entirely on the feasibility of continuing 
the self-certification procedure. This in turn depends on keeping the rate of new 
starts reasonably related to supplies of materials. The present program attempts 
to avoid direct controls over new housing by limiting the over-all volume through 
the program of credit control. A program of direct controls over the operations 
of individual builders would obviously be vastly more expensive. 
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General administration of residential credit controls 


General administration of credit controls involves the responsibility of the 
Administrator under the .Defense Production Act of 1950, as amended, and 
Exeeutive Order 10161 for establishing controls over credit for new residential 
construction extended through loans made, insured, or guaranteed by the Federal 
Government and with the Federal Reserve Board for the establishment of similar 
controls over conventional credit. The Defense Production Act requires that in 
the system of controls established a balance be maintained between the various 
kinds of conventional and Government-aided programs to avoid distortion of 
the normal operations of the industry, and that veterans continue to enjoy 
preferential credit terms under the restrictions issued. The work involved must 
be handled on a basis of cooperation with the Federal Reserve Board, the Vet- 
erans’ Administration, and others, in such a way as to meet the requirements 
enumerated above and to hold down the consumption of materials sufficiently to 
avoid the necessity of direct controls over the industry. Accordingly, the work 
load of continuously appraising the actual effect of these controls under changing 
economic and financial conditions is considerably greater than that of establishing 
them initially. 

To cover this entire activity $79,000 bas been included in the estimate. 


Survey projects for residential credit control data 


The budget includes certain projects designed to develop current data on housing 
construction and the housing market to which the House Appropriations Com- 
mittee took specific exception. However, the Agency believes that sound adminis- 
tration of a program of credit control cannot be carried out without selected 
information on the effects of various kinds of proposed regulations on the building 
industry and the financing of homes. This seems so self-evident that it would 
appear that the Committee’s objections are based on a misunderstanding of the 
projects involved. 

While it is true that information of various kinds relating to the housing industry 
has been collected in the past, the information necessary to the administration of 
credit controls concerns what is currently happening as it throws light on what is 
going to happen in the housing industry and the housing market. No such infor- 
mation of the types sought through these survey projects is available anywhere 
else, Similar information from past years, even if available, weuld be useless for 
the purpose. 

These points can be clarified with reference to the specifie pro‘ects involved: 

The builders’ survey.—This survey provides the only source of current informa- 
tion from quarter to quarter as to what is happening in the building sector of the 
housing industry. It yields data as to the amount and kind of construction builders 
plan to undertake in coming periods; the commitments under which builders are 
currently operating which will govern the amount and kind of construction they 
will carry out in coming months; the amounts of raw and developed land held by 
builders; and the volume of advance financing commitments they have at their 
disposal. 

The importance of this project lies in the fact that it provides the only current, 
reliable information (as distinguished from the claims and opinions of many 
interested groups) as to what will probably happen to new home building for the 
coming 3 or 6 months. On the basis of this kind of information, credit controls 
can be modified from time to time before, rather than after, the need for such 
modification occurs. This information is obviously of great importance in 
predicting future requirements for materials, which is essential to the success of a 
self-certification system of materials controls. 

Because of the passage of time since the fiscal year began, the estimate has been- 
revised to cover two surveys instead of four on a revised time schedule. These 
changes result in a net reduction in the estimated cost from $350,000 to $240,000. 

The lenders’ survey.—Apart from information on the condition of the building 
industry, the administration of credit controls requires knowledge of the volume 
and kinds of mortgage credit currently being extended through Government 
insurance and guarantees and the conventional lending channels. For this pur- 
pose, the reporting system of the Federal Housing Administration was expanded 
during 1951; the Home Loan Bank Board prepared to gather additional informa- 
tion on a consistent basis regarding financing through savings and loan institutions; 
and the Federal Reserve bank undertook to gather similar data representative 
of other lending institutions. At the end of fiscal year 1951, however, this 
project was suspended until 1952 funds should become available, and no informa- 
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tion is now being received. It is proposed to reactivate the project on a 9-month 
basis, for which $54,000 is included in place of the original $72,000. 

Completing 1951 contracts.—The remaining item—$68,000 for completion of 195) 
projects—has been reduced to $15,000. Much of the information, which was 
about to be tabulated when the fiscal year ended, is by now out of date for purposes 
of credit control administration, and is therefore no longer worth the cost of 
tabulating and analysis, although the results would have been extremely valuable 
in July and August had they been available. 


Recapitulation of revised data costs 


As submit- | 


: As now 
Item ted in ao Decrease 

| H. Doe. 172 revised | 

z . | 
Builders’ survey , | $350, 000 | $240, 000 | —$110, 000 
Lenders’ survey - . - r ’ 72, 000 | 54, 000 —18, 000 
Completion of 1951 work : 68, 000 15, 000 — 53, 000 
Total. : 490, 000 309, 000 | — 181, 000 


ALASKA HovusInc 
(Estimate, $5,000,000; House action, $3,500,000) 
(House hearings, pt. 3, pp. 4-25) 


(1) Page 10, line 18, strike out ‘$3,500,000’, and insert in lieu thereof 
‘$5,000,000’, the estimate, an increase of $1,500,000 in the appropriation. 


HOUSE REPORT 


The House report includes the following statement, on pages 27 and 28: 

“The bill includes $3,500,000 for continuation of the Alaska housing program 
which is a reduction of $1,500,000 in the budget estimate. Public Law 52, 
Kighty-first Congress, authorized a $15,000,000 revolving fund for the purpose of 
developing housing in Alaska. A total of $10,000,000 has been appropriated, and 
of this sum $5,600,000 has been committed, and applications almost equaling 
the remaining $4,400,000 have been submitted to the Housing and Home Finance 
Agency for final approval. The Alaska Housing Authority has given preliminary 
consideration to an additional $6,000,000 in applications for loans. The com- 
mittee believes that the $3,500,000 contained in the bill will provide sufficient 
funds for the remainder of the current fiscal year for essential projects presently 
under consideration by the Alaska Housing Authority.” 


JUSTIFICATION 


The House committee, in approving $3.5 of the $5 million appropriation request, 
appears to have attached more significance to the Federal fiscal year than is 
believed warranted. From the discussion quoted above, it appears that the 
committee assumed that the. program could proceed without interruption if 
funds required during the fiscal year were provided for most of the projects now 
under consideration. This assumption is actually not correct. 


Requirements not based on fiscal year 

This program was established under a revolving fund precisely because fiscal 
year appropriations are not suitable for a construction program under Alaska 
conditions. The severe climate generally limits the building season to a May- 
through-September period. While foundations set in the fall permit a quick 
start the following spring without the necessity for waiting-out the spring thaw, 
and while completion of the exterior and of the heating system will permit some 
progress with interior finishing during the winter, construction progress comes 
virtually to a halt in severe weather. Planning, financial arrangements and ac- 
quisition of material desirably should take place during the winter months. 
Delays in financial arrangements during the building season cause much more 
serious setbacks than is the case in the States. The Federal fiscal year ends in 
the most active part of the construction season. 
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Full amount of revolving fund needed 


The $3.5 million contained in the bill will not provide sufficient funds to con- 
tinue am active program throughout the remainder of the fiscal year, including 
the start of the 1952 building season next spring. Equally important—perhaps 
more important from the standpoint of establishing and maintaining relatively 
constant construction volume—virtually no funds would remain to encourage 
the planning of additional projects by builders before the opening of the 1952 
building season in the spring. 

Since the hearings before the House committee, three additional loans totaling 
slightly over $500,000 have been approved. Receipt of additional applications 
from Alaska has increased the dollar amount of loan requests under review and 
substantial progress has been made in the clearance of obstacles to approval of 
projects under review. The present status of the program is as follows: 


Number of 


| Amount 
(millions) 
a Dwelling 
Projects anits 
Loans approved 16 726 $6.1 
Loan requests with preliminary approval by Alaska Housing | ’ 
Authority: 
1. Under HHFA review 6 317 4.5 
2. Applications in process in Alaska 8 432 5.7 
Total : sont aii chm oe aoa dima sis 30 1,475 16.3 
Previously appropriated for revolving fund . 10.0 
Recommended in House bill 2 5 
Estimated recoveries to fund : : ; = 1.5 
Total... i . pines tool 15.0 
Excess of projects in process over resources of fund... -- 2 ane sie 1.3 


All of the 726 units financed by approved loans are under construction, and 
around 140 are physically completed and occupied. The $6.1 million in approved 
loans also has permitted the construction or improvement of 597 minimum stand- 
ard native dwellings in remote areas of the Territory. 

While this program made a slow start in the building season last year, progress 
in the current vear has been beyond expectations. Builders in the Territory are 
now aware of this program and its usefulness. One of the most encouraging 
features this vear has been the number of small local contractors, a few of whom 
completed houses Jast year with loan assistance, who are now interested in home 
construction. Without appropriation of the full $5 million requested, it now 
appears that momentum may be lost by limitation of the 1952 program to the 
$1.3 million which is scheduled for recovery to the revolving fund by the repay- 
ment of loans before that time. 

Alaska has been recognized as practically one large defense housing area. 
The expansion of defense installations (to be accelerated under the Military 
Construction Act) continues to increase the housing need of the supporting civilian 
economy. As in all areas adjacent to militarv installations, competition for 
housing by families of military personnel continues to be a substantial compli- 
cating factor. This program provides private cefense housing bv special financ- 
ing assistance appropriate to conditions in the Territory. The assistance differs 
only in degree from that provided in the States under the defense housing legisla- 
tion which received final congressional approval on August 21. There is every 
reason to believe that all loans will be repaid with interest, so that this important 
stimulus to the development of the Territory of Alaska will be virtually without 
cost to the Federal Government. 


88249—64——65 
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CONGRESS OF THE UNITED STATES, 
HovusE oF REPRESENTATIVES, 
Washington, D. C., September 6, 1951. 
Hon. Kenneta McKe.uar, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear Senator McKe war: It had been my expectation that I should have 
the privilege of asking your permission to appear before the Senate Appropria- 
tions Committee when it considers the supplemental bill recently passed by the 
House. As approved by the House, the bill carries an item of $3% million for the 
Housing and Home Finance Agency to carry out the purposes of Public Law 52, 
Eighty-first Congress, first session. The budgetary request was for $5 million. 

Much as I should like to have appeared before your committee in person, I am 
scheduled to be in Alaska with the House Armed Services Committee until 
September 11, and I am told it is altogether probable that the hearings on the 
supplemental bill will have been concluded by the Senate committee before that 
time. So I respectfully request the privilege of submitting my views on this 
matter by this letter. 

The housing program carried forward in Alaska under the provisions of Public 
Law 52 has been outstandingly successful. It is entirely correct to say that 
housing has not kept pace with demand but the situation would have been in- 
finitely worse had not the Congress in 1949 recognized the special and peculiar 
needs of the Territory. 

There was authorized by Public Law 52 the appropriation of $15 million 
Of that amount $10 million has already been appropriated. The remaining $5 
million is rather urgently needed at this time so that during the winter ahead plans 
may be prepared in order that an agressive start may be made on the housing 
program in 1952. In this connection, I should like to quote a pertinent paragraph 
from a letter I recently received from Mr. E. Glen Wilder, executive director of the 
Alaska Housing Authority. 

“A project sponsor, when initiating a project application, is required to go to 
considerable personal expense in the initial process of application. He must 
prepare plans, secure site or option therefor, generally is required to do some 
traveling, and to otherwise give considerable time besides making application to 
the FHA with a fee of $45 per unit to obtain a commitment before he knows 
whether they can proceed. If, during the period of his first interest in such a 
project, he knows that in the end funds will not be available, obviously he is not 
even going tostart. I know that there are two Sponsors interested in constructing 
housing in Anchorage of two separate projects containing from 100 to 300 units 
each, who, thus far, have been discouraged by the knowledge that funds simply 
will not be available. There is also another capable and reliable sponsor who 
has definite plans for 200-unit single-family homes in Fairbanks next year, and 
unless adequate funds are made available to the AHA these vital projects will 
never get started.” 

It is true, as witnesses from the Housing and Home Finance Agency will doubt- 
less tell you, that the entire $10 million heretofore appropriated has not been 
committed. This does not mean, however, that there has been any lag. Nearing 
final approval are applications which will commit the remainder of the $10 million, 
and preliminary work has been done in evaluating additional applications in the 
amount of $6 million. In other words, the entire $5 million requested would, if 
made available, be put to early and effective use. 

I well remember the hearings which were held before your committee after the 
passage of Public Law 52 in 1949. You will recall that the committee took a 
very active interest in this new program, and I believe it would be fair to say that 
in recommending an appropriation of $10 million rather than the full $15 million, 
the committee had in mind getting the program under way and did not mean to 
imply that it should be limited for any extended period to operating at two-thirds 
the authorized level. 

I sincerely hope your committee will make available the entire amount of the 
budgetary request, namely, $5 million as presented in House Document No. 202. 

A terriffic load has been thrown on Alaska communities, particularly Kodiak, 
Anchorage, and Fairbanks, by defense activities which have been centered in 
those communities. As vou are aware, bundreds of millions of dollars are being 
spent. in the Territory to provide adequate defenses not only for Alaska but for 
the entire Nation. It has not been possible for the communities to keep abreast 
of the demand for housing and for publie utilities of various kinds. A valiant 
effort has been made by the local people to do that which needs to be done but 
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despite the best efforts on their part the situation remains acute. It “would be 
relieved in some measure, surely, if the remaining $5 million authorized by the 
Alaska Housing Act is made immediately available. An added virtue of this 
program is that ultimately the entire $15 million will be returned to the Federal 
Treasury. 
I earnestly. bespeak your sympathetic consideration. 
Sincerely yours, 
E. L. Barrvert. 
ADMINISTRATIVE EXPENSES 


Chairman McKe.iar. You may proceed. 

Mr. Foxry. I have a brief statement here which I would like to 
present to the committee. I believe it summarizes the matters before 
you. 

Mr. Chairman and Senators, there are two items in the supple- 
mental bill before your committee which affect the Housing and 
Home Finance Agency—an appropriation for administrative expenses 
of defense production activities, and an appropriation for the revolving 
fund for Alaska housing. With your permission, I shall discuss the 
defense production item first, since it is the more complicated of the 
two. 

HOUSE ACTION 


When the President last June submitted the budget estimates 
for expenses under the Defense Production Act for the fiscal vear 
1952, there was included an estimate of $1,625,000 for the HHFA. 
In reporting out H. R. 5215, the House Appropriations Committee 
recommended an appropriation of $800,000—a little less than half of 
that estimate. This item was one of several eliminated entirely on 
the floor. It appears from the debate in connection with this amend- 
ment that all these items were eliminated in the mistaken belief that 
they represented efforts to recover, in effect, funds which had been 
eliminated by the Congress in acting on the regular appropriation bill 
for 1952 

However, as was pointed out by the chairman of the Independent 
Offices Subcommittee ia the House and by the chairman of the full 
House Appropriations Committee, these items actually are completely 
separate and independent and contain no duplication with those in 
the regular budget. At least so far as this Ageucy is concerned, no 
funds whatever were requested or provided in the regular budget 
for defense production activities. Unless funds are made available 
through the supplemental appropriation you are now considering 
there will simply be no money to support the defense responsibilities 
assigned to this Agency under the Defense Production Act. 


AMOUNT REQUESTED 


I would caJl the attention of the committee, however, to the fact 
that we are not requesting the restoration of the full budget estimate, 
as explained in the formal justification which has been filed with you. 
We are requesting rather that you include $837,000. 


DEFENSE HOUSING 


Two principal changes have occurred which account for our recom- 
mending this reduced figure: First, the enactment of the Defense 
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Housing and Community Facilities and Services Act of 1951—now 
Public Law 139—makes necessary the submission of a supplemental 
request for appropriation to enable the Agency to carry out its func- 
tions and responsibilities under that bill. 

Many of the functions and activities involved under the new defense 
housing bill will be similar to those provided for in the original defense 
production estimate. This area of overlapping relates to our job, 
primarily in the field, of surveying the defense housing needs of 
localities for the purpose of designating critical defense housing areas, 
relaxing credit controls in such areas, and—under the new act—taking 
certain other steps to help meet local defense needs. If the new 
supplemental were submitted as an additional and completely separate 
item, there would be danger of duplication between the two estimates. 
Moreover, such a presentation would be very confusing. 


BUDGET REPROGRAMING OF DEFENSE ACTIVITIES 


In order to avoid such duplication and confusion, and in order to 
give the appropriations committees the opportunity to review the 
whole situation at one time rather than in separate pieces, we are 
suggesting that that portion of the defense production estimate 
related to the functions and activities involved in both bills be simply 
eliminated at this time. Concurrently, we have presented a new 
estimate to the Bureau of the Budget which will provide for the total 
programing job, and which we understand will shortly be transmitted 
to the House of Representatives for consideration through the normal 
procedure. 

In addition to this change, which is proposed entirely for the sake 
of clarity, we are proposing a further reduction in the figure because 
of the lapse of time since it was originally transmitted. The original 
estimate—which was submitted in June—included funds for certain 
data gathering projects.necessary in connection with the administra- 
tion of credit controls for the entire fiscal year 1952. Inasmuch as 
we are nearing the end of the first quarter of the fiscal year, the esti- 
mate for these purposes can obviously be reduced, since it would no 
longer be worth the cost to secure data for the first quarter. The 
figures have been scaled down accordingly, as set forth in detail in the 
justification. 

Finally, Mr. Chairman, in connection with this item I want to 
stress the fact that it is entirely impossible for us to meet these ex- 
penses of defense production activities by ‘absorbing’ them in our 
regular budget. Funds for the regular activities of the Housing 
Agency were very sharply cut by the Congress in the independent 
offices appropriation bill. As matters stand, we have been man- 
aging to keep our defense activities going only under the greatest 
difficulties. 

STAFF REQUIREMENTS 


Senator Ferauson. How many would this add to the payroll if 
you got the amount that you are asking? 

Mr. Fourry. If we got the amount represented here, it would not 
add to the existing payroll; and I will stand corrected, if this is not 
correct in detail, by my budget officer. 
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It would permit us to continue substantially what we now have. 
We are carrying a bigger staff presently than we can carry through the 
fiscal vear under the appropriation given us in the independent offices 
regular bill. 

Senator Fercuson. Are vou carrying those in anticipation of 
getting the money? 

Mr. Foutny. We are carrying them because of this defense produc- 
tion work. It was upon us at the time. A bill has been before the 
Congress to provide for it in a supplemental, and we simply have had 
the choice of not being able to do current defense production work 
demanded of us, or of waiting to see whether we got the funds. If we 
do not, of course, then we will have to reduce still further. 

Senator Frercuson. Have you not cut down the other work of the 
Agency? 

"Mr. Foury. Oh, yes, as compared to last vear the figures show a 
sharp reduction in totals. I will have Mr. Frantz given “them to you 
in a Moment. 

Chairman McKeuuar. Did you appear before the House on this? 


HOUSE COMMITTEE REPORT 


Mr. Fotey. Yes. The House committee recommended $800,000, 
which was eliminated on the floor, apparently under the impression 
it was a duplication of items that had been asked but eliminated from 
the regular appropriation. 

Senator Ferauson. Here is what the House said: 

The committee cannot understand the need for so much survey data, in view 
of the many housing statisticel data that have been gathered by this Agency 
over the past several years. Building intention surveys would seem to be gov- 
erned by availability of supplies and materials rather than by the intent of indi- 
vidual builders. Lapse figures for the employment of personnel have, in the 
opinion of the committee, been understated, 


HOUSING CREDIT CONTROLS 


Mr. Foiry. Taking the first part of that statement first, Senator, 
it is based, apparently, upon the mistaken idea that what we are talking 
about is the accumulation of the usual type of data for the usual 
purposes. What we are talking about here is the accumulation of 
current data with respect to the defense production housing prob- 
lems—such as, for instance, credit controls. 

Now, it is impossible for me, as Administrator, concurrently re- 
sponsible with the Federal Reserve Board, to administer the credit 
controls authorized and required by Congress, on the basis of facts 
accumulated on the situation last year. It has to be based on the 
current situation as it develops, and that is why I am suggesting 
here, even, that we eliminate the amount originally requested for 
the first quarter, because now that is past. 

Senator Frreuson. Here is our trouble: We find ourselves accu- 
mulating all of this survey data, and then something happens and 
that data that you have got up to that date is useless, and vou have 
to start all over again. 

Mr. Fotry. That is true, but not with all data. The data that 
we accumulate in the ordinary operations are valuable as we go, to 
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meet operational problems—for instance, in the administration of the 
insured mortgage system, where we have a tremendous responsibility, 
Senator, running into billions of insured risk. 

In this situation, we are being asked, under the laws passéd by 
Congress—and pr esumably Congress therefore felt it important and 
necessary—to do certain jobs in connection with meeting defense needs 
and helping to control inflation, and seeing to it that materials are 
available for the defense program which Congress has also authorized. 
These are difficult and continuing jobs which cannot be done on the 
basis of the facts of last year, but have to be done on the basis of 
facts of this month and next month. 

Senator Fercuson. But we collect it this month, and when we get 
it, it is of no value, and then we start over again to get more data. 

Mr. Fo.try. That does not follow, Senator. Much of the data we 
have collected in past years remains ‘of extreme value. 

Senator Frreuson. You are asking for $300,000 here, are you not, 
for this? 

Mr. F oLeY. That is right. The exact figure is $309,000. 

Senator Fereuson. For collecting this data? 

Mr. Fouey. Yes, sir. 


CRITICAL DEFENSE AREAS 


Senator Mayspank. That is for critical defense areas? 

Mr. Fotery. It is for critical defense areas, and it is for the adminis- 
tration of the credit controls, which of course apply not only in those 
areas, but generally. 

Senator Maysank. Credit controls are based upon critical defense 
areas, and that is the reason for them. 

Mr. Forrey. They bave a special application in the critical defense 
areas, but they are applied al! over the country because of the defense 
situation. 

Now, it is impossible without such information to nrake a determina- 
tion as to the current effect—and particularly to prediet, as we must, 
what would be the effect next year—of credit controls put into effect 
this year; but that is what you have to do in building, because it is all 
a matter of advance planning. You do not start a building program of 
1 million houses on the Ist of January to be built in January. The 
programing and the planning of the industry, whether it is the builders 
or the suppliers or the real-estate developers, or otbers—and the effect 
on the defense program, materialwise, has to be worked out ahead 
of time. 

We have a difficult task, and nobody likes to do it, but Congress 
has apparently found it necessary. Senator Ferguson, I think the 
record is reasonably clear that we have tried to conduct this Agency 
over the years in an efficient and nonwasteful manner. Undoubtedly 
there has been waste, as there always is in so big an operation, but 
not by purpose and not by intent and not by our philosophy But 
if I employ a surveyor, for instance, to go out and survey and to make 
a boundary finding for me on an important piece of land, and say 
to him, “But you must do it without the usual tools of the trade,” 
I am likely to get a result that is going to cost me a great deal more 
in the long run. 
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Senator Fereuson. I do not see that that has anything to do with 
this. 

Mr. Foury. We are asking here, sir, for the tools we need to apply 
the responsibilities and authorities contained in the Defense Produc- 
tion Act and in the credit controls which are a part of that, findings 
for defense housing areas, and so on. 

Senator Frereuson. Have you not at this date set up your credit 
controls? 

Mr. Fouery. Yes, sir. 

Senator Ferauson. Why do you have to make a new survey for it? 

Mr. Fotry. Because it is inherent in such controls, Senator, as was 
evidenced by action of Congress only the other day—it is inherent in 
them that we must constantly keen studying and reviewing to see 
whether they are adequate or inadequate; fair and equitable, or unfair 
and unjust. 

Senator MaysBank. Not only that, but you have got the armed 
services bill of $60,000,000,000, of which some $51,000,000,000 is 
going to be spent this year, and you do not know where they are 
going to put all of these things yet. 


CURRENT DATA REQUIRED IN DETERMINATION OF CREDIT CONTROLS 


Mr. Foury. It is a very difficult matter. As a matter of fact, 
Senator Ferguson and Mr. Chairman and Senator Maybank, this 
credit-control question is important. Congress acted the other day 
on the defense-housing bill. At that time we had reached the con- 
clusion, through these continuing studies—which were handicapped, 
as a matter of fact, during the last quarter because we could not get 
current data and we had no funds for it—we and the Federal Reserve 
Board had reached the conclusion that the controls should be changed. 
You have heard, I am sure, many complaints and criticisms thet credit 
controls were too tough; that they were not properly balanced; that 
they would not produce the housing program set forth; that they would 
not produce more than 500,000 or 400,000 units. Asa matter of fact, 
they produced about as we predicted they would. 

Senator MaysBank. About what, for the record? 

Mr. Foutey. We had arrived at the point where we felt we had to 
amend them, because we had gotten out of the picture a very large 
volume of overhanging commitments which were free of the limita- 
tions. We presented our data to the Federal Reserve Board, and 
we jointly reached the conclusion that the time had come to amend 
the regulations, and we advised the committees of Congress of it. 
Now, it was because of the very fact that many elements of the public 
felt that we had not changed the credit regulations fast enough or 
frequently enough, I suppose, that Congress took the action it did. 

Senator MaysanKk. What action did Congress take? 

Mr. Fotry. Congress took the action setting ceilings on the amount 
of restriction we could place through credit regulations on new 
residential construction. That is, not over 6 percent at certain levels 
for veterans, and not over 10 percent of down payment required for 
nonveterans within certain price ranges. 

I have no quarrel with the figures, and I am not appearing critical. 
However, the fact is this, Senator, that we have the basic task of 
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trying to maintain as adequate a housing program as we can to meet 
the public need, in the whole range of that need, and nov have it 
interfere with the defense effort——— 

Senator Younc. What do you have to do with military housing in 
Alaska, and what is your function there? 

Mr. Fo.tey. We have nothing to do with military housing directly 
constructed up there. 

Senator Young. What is the cost of a one-family unit house in 
Alaska? 

Mr. Fouey. I have a gentleman here who works with that  pro- 
gram, and so I will not trust my memory; I will have him give you 
figures. But may I finish the other point that I was just about to 
conclude with, and that is this: Under the amendments to the law, 
the credit controls would become somewhat inflexible. We have 
been attempting to rely on indirect control through credit, rather than 
the direct control of building by the methods “followed during the 
war. If indirect controls, because they are inflexible, prove to be 
insufficient, as revealed by the development of this current data as 
we go along, then obviously, if the defense and the inflationary situa- 
tion require it, some other course might become necessary. It is 
incumbent upon the Housing Administrator to advise the appropriate 
committees of Congress by law, with respect to those things. And 
we do need current data, Senator, if we are going to discharge our 
duty at all adequately. 


ALASKA HOUSING AUTHORITY 


We have not asked here, I believe, anything like as large a sum as 
an elaborate system would have required. Now, what is the cost of a 
housing unit, the one-family unit; what does it cost now, Mr. Hubka? 

Mr. Husxa. We have sold them—the Alaska Housing Authority 
has approved sales of single-family units at between $14,000 and 
$17,000 apiece, which permits a profit to the individual builder. 

Senator Ferguson. How much profit? 

Senator Youne. May I pursue this just a moment, and then I will 
not ask any further questions. 

What is the average labor cost there for a carpenter or a plumber 
or a painter? 

Mr. Hupka. I do not believe I can tell you that with any precise- 
ness. It is about, I believe, $2.75 an hour for a carpenter. 

Senator YounG. You pay about as much there for a day’s labor as 
we do over in Okinawa for a month’s labor. The Corps of Engineers 
testified that they hired labor for about $30 a month in Okinawa, and 
much of the material comes from Japan by water, cheap water rate, 
and there labor costs were even less, the cost per unit over there was 
$18,000. And I do not think that they have much of a heating prob- 
lem like you have in Alaska. I am just trying to draw a comparison 
between these $18,000 houses in Okinawa, and houses up in Alaska 
where they pay as much for labor in 1 day as they do a month over 
there. 

Senator Fercuson. He did not answer your question as to the cost 
of the housing, and he said what it sold at with profit, and he did not 
give the amount of profit. 











cal 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 1031 


Mr. Husxa. I do not have with me any specific analysis of the 
actual cost. I know as to each house on which the Administrator has 
furnished funds to the Alaska Housing Authority, the amount of our 
investment, and the amount of our mortgage. There have been audits 
made when subdivisions of houses were completed. 


MORTGAGES 


Senator Ferauson. What is your mortgage on each house? 

Mr. Husxa. They vary. They may vary from $11,000 away up. 

Senator Ferguson. Away up to what? 

Mr. Hupka. On a multifamily unit, we would have a mortgage of 
over $1,000,000, or $1,500,000. 

Mr. Fotry. The Senator is interested in family units. But it does 
vary geographically in Alaska. The farther north you get, the more 
it costs. 

Senator Maysank. Did you not say you had something here to say 
about Alaska? 

Mr. Faxury. Yes; a brief statement on the Alaska program, which 
I was about to come to. 

Senator Frereuson. Will you furnish for the committee the costs 
of these units, and the amount of profit, and the amount of the mort- 
gages that you place on the individual units? 

Senator Young. And the labor costs per day, and I think that you 
are off a little on that $2.75 an hour, and I think we pay that much 
here. 

Mr. Foury. Actually, the basic approach in the Alaska Housing 
Act as originally passed a year and half ago, was that the mortgage 
ceilings under FHA insurance could be one-third above those in the 
States, and that was believed to be a rough estimate of the difference 
in cost. I think that since it has been amendéd by Congress to 
permit 50 percent above. 

(The information referred to is as follows:) , 

Housing constructed by private industry or the Alaska Housing Authority 
with mortgage financing made available under this program is for private sale 
or rental. Commitments for such financing are approved by the Administrator 
upon recommendation of the Alaska Housing Authority only to the extent the 
loans are insured or approved by FHA. Mortgages insured to date have been 
below the maximum percentage of estimated cost permitted for insurance, averag- 


ing a little more than 85 percent of such cost. A comparision of estimated costs 
and mortgage amounts for projects under approved loans is as follows: 


Estimate of Mortgage 
| cost per unit | loan per unit 


Multifamily (per unit)... . ‘ 1 $13, 074 $1i, 419 
Duplex : 14, 055 | 10, 843 


Single family... .- Si : eeaal 15, 110 | 12, 991 


Sales prices of single-family homes range from $14,500 to $17,000, depending 
largely on location. Thus, sales prices at Juneau are approximately 10 percent 
below, and those at Fairbanks 10 percent above, the price of comparable units 
at Anchorage. Maximum sales prices are approved by the Alaska Housing 
\uthority after reviewing land values, construction costs, overhead expenses and 
indicated profits. 

Hourly wage rates for carpenters range from $2.80 in Juneau to $3.14 in Fair- 
banks; the comparison for plumbers is $2.75 and $3.50, and for electricians $3.10 
and $3.50. The hourly rates themselves, of course, do not fully reflect special 
local problems as to availability, productivity, overtime requirements, ete. 











1032 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


ALASKA HOUSING PROGRAM 


Senator Mayspank. May I add something? I understand he is 
oing to talk about Alaska, and, of course, that was the bill that 
senator Cain and Senator Magnuson sent to the Housing Committee 
several years ago, and it has been debated on the floor, and it was 
suggested we pay a third more. And now you say it is 50 percent 
more, and the testimony before our committee was that the land was 
so expensive because there was so little good land to build houses on, 
and as I remember, plus the cost of transportation from Seattle and 
Spokane, or wherever it was, up to Alaska and back; that that justified 
that. And the Senate passed it, and I remember that. 

Mr. Foury. There is a complete record on it. Most of the mate- 
rials do have to be imported. 

Senator Maysanx. And there is a short building season, also. 
People can only work a few months. 

Mr. Fotry. That is right, Senator. 

Senator Youne. I am trying to draw a comparison between the 
cost of the housing here and over in Okinawa, where it costs $18,000, 
and it seemed entirely unreasonable. 

Senator Mayspank. He is doing better in Alaska than they are 
doing in Okinawa. 

Mr. Fotry. We can give you a detailed breakdown on that, 
Senator, if you wish. 

Senator Youna. I would like to have it. 

Mr. Fotry. We would be very glad to. 

Should I proceed? 

Chairman McKe .uar. Proceed. 

Mr. Foutny. The organization units which have been carrying the 
heaviest burden are understaffed and overworked, and even so, it is 
impossible for us to keep up with all our tasks. The situation is 
literally growing more difficult every day. Yet we have not sufficient 
funds to maintain our present staff—much less add to it—unless these 
additional appropriations are made available. Without such funds 
we would be faced with a choice of virtually wrecking a going organiza- 
tion or letting our defense job go undone. That is a choice which | 
am sure the Congress does not want to force upon the Administrator. 


REQUEST FOR REVOLVING FUND 


Turning now very briefly to the Alaska item: The problem in 
connection with the Alaska housing program can be summarized in 
a few sentences. The Congress authorized, in the Alaska Housing 
Act, the establishment of a revolving fund of $15,000,000 to aid in 
the production of urgently needed housing in the Territory. How- 
ever, the original appropriations to the revolving fund was $10 million. 
That amount, of course, was adequate to get the new program under 
way. However, we have now reached the point where projects under 
way and in the planning stage amount to somewhat more than $15,- 
000,000, and accordingly the budget estimate requested the appro- 
priation of the remaining $5,000,000 authorized for the fund. The 
House bill includes an appropriation of $3,500,000. While such an 
amount would permit part of this new housing to go forward, it 
would still mean that a substantial amount of new building—more 
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urgently needed now than ever before—would be delayed for lack 
of funds. We believe the time has come to expand the revolving 
fund operation to the full size authorized by the basic act, and that 
is what we are recommending to your committee. I believe the 
desirability of appropriating the whole amount is fully spelled out 
in the brief justification which we have provided. 

Thank you very much, Mr. Chairman and Senators. 


NUMBER OF HOUSES COMPLETED AND UNDER CONSTRUCTION 


Chairman McKetuar. I would like to ask a question. When 
were you there last? 

Mr. Hupxa. April of this year. 

Mr. Foutry. We have other people up there, of course, currently. 

Chairman McKeE .uiar. Let me ask you, how many houses have been 
built up there? 

Mr. Husxa. We have built or under construction 726 in the last 
year and a half, under the revolving fund alone. 

Chairman McKetiar. How many all told are there? 

Mr. Husxa. How many all told are under construction? 

Chairman McKetiar. How many all told are there now? 

Mr. Founy. There are around 32,000 units now in the Territory 
according to the census count, Senator. 

Chairman McKe iar. How many do you propose to build? 

Mr. Fouey. It is difficult to say. This is a revolving fund, and the 
need up there is very large, and it grows—-because, of course, the 
population is growing. The area is becoming more and more im- 
portant to the defense situation. Under the revolving fund we would 
propose, subject to the continuing authority from Congress, to build 
as many as the need indicated. 

One of the purposes the Congress expressed in passing the act, 
Senator McKellar, was that it should be used to help develop a local 
building industry, of which there has been very little. We begin to 
see some such results appearing now, small contractors are beginning 
to take hold in the housing field. They were not in it before. 

Also, it was, I think, intended by Congress that the program should 
be used so far as possible to assist in the development of the local 
building materials supply, and there seems to be a beginning of some 
interest in that—all of which, of course, would reduce the cost of 
building. 

IMPORTATION OF MATERIALS 


Senator Haypren. I have often wondered why it was ever neces- 
sary to import materials from the Northwest to Alaska, and take a 
whole contracting organization up there and use them for a brief 
season, and bring them back, when obviously if there is ever to be 
anything to Alaska, somebody should settle there and be willing to 
go into that business, and they ought to have timber resources, at 
least, in Alaska, that would develop enough of the materials locally 
to cut those costs. 

Mr. Fouey. You are quite right, and that, as I pointed out, was 
one of the objectives that Congress had in mind, according to the 
legislative record, in passing the bill. Those things did not exist 
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there, and they do not yet—although as I say, they are beginning to 
develop, at least in some encouraging signs, 

One of the factors in that, of course, is the extremely short building 
season there. 

Senator HaypreNn. That is to say, if a contractor could only work 4 
months or at the most 6 months of the year, he would be tied up the 
other 6 and he would not have anything to do. 

» Mr. Forey. As a matter of fact, under the ordinary haphazard 
method of building, he might be tied up much longer than that. 

One of the things that we hope will develop, and which begins to 
show signs of developing, Senator, is that an organized and planned- 
in-advance building program would permit them to get under roof 
before freezing weather, and to work through the year. That, to a 
large extent, is what we hope to accomplished with this fund, and we 
are getting some results along that line. 

The net result should be to reduce these extremely high costs, and to 
produce housing which is badly needed there. 

Chairman McKetiarn. How many houses have you got unoccupied 
up there? 

Mr. Fotey. We have none, Senator, and no prospect of any. We 
have brought, and could show you—although I think perhaps the 
committee would not need to be shown—a lot of pictures of the housing 
conditions up there, which are extremely bad. People live in the worst 
sort of tumble-down shacks. 

Chairman McKe.iuar. They are exceedingly bad in every city 
of the country. 

Mr. Fo.ey. Except that it is more general up there, and a much 
larger percentage of it is that sort of makeshift. 

Mr. Frantz. This committee might be interested, as we told the 
House committee on the same question, in the fact-that we have had 
the experience of having families move into the basements of the new 
units as soon as they were completed, and live in them while the 
superstructure was being built. 


HOUSE ACTION 


Chairman McKer.iar. The House turned it down, did they? And 
did you appear before the House? It is the rule here to get your 
appropriation once a vear, and we appropriate for a year, and you 
appeared before the House committee and they turned you down; 
and now you are coming before us again, and you had your hearing, 
and yet vou come here with another bill. This is a supplemental 
bill. Why did you evolve a plan of having a supplemental bill 
before vou get through passing the regular bills? 

Mr. Fotey. You mean why was it not presented in the regular bill? 

Chairman McKe.uar. It was presented before, was it not? 

Mr. Fotey. The situation, Senator McKellar, with respect to the 
House, is that they approved $3,500,000, and the statement in con- 
nection with that is that they felt that it would be sufficient to carry 
to the end of the fiscal year; not that it was unnecessary to carry on 
the program. 

Now, the point of difficulty is that the fiscal year end, if we are 
without authorization at that time, is right in the middle of the very 
short building season in Alaska, and without any prospect of an 
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authorization we would not be able—or not having at the time it is 
needed, we would not be able, to develop the continuing program for 
the building season of next year. The season is so short. that you 
consequently lose a full year, as against the extreme shortage of hous- 
ing up there, which is partic ularly” critical with regard to defense. 

Senator HaypEeNn. It seems to me that that is an error in judgment 
on the part of the House, to assume that an appropriation up to the 
30th of June would do the job. 

Mr. Fo.ey. That is right, where we have to operate on a building 
season basis. 

Mr. Frantz. I think it is important, Senator Hayden, to make it 
clear for the record that this is not an annual appropriation for the 
fiscal year 1952. ‘This is an appropriation for a revolving fund which 
stays in the Treasury, and is used to support the program. That is 
the source of the confusion on that point, I believe. 

Senator HaypEN. The House assumed it was an appropriation for 
the fiscal year; that you would have money to run to the 30th of June, 
when in truth and in fact, it is a revolving fund that operates on 
through the building season? 

Mr. Frantz. That is correct, sir. 

Senator Haypren. And if you quit on the 30th of June, vou are right 
in the middle of the very short season in which you can do your work? 

Mr. Fouey. That is right, and I think it was misunderstood. 

Thank you very muc h, indeed. If there is any further information 
required, we would be glad to furnish it. 

Chairman McKetiar. We will recess until 10:30 tomorrow 
morning. 

(Whereupon, at 4:45 p. m., Tuesday, September 18, 1951, the 
hearing was recessed until’ 10:30 a. m., Ww ednesday, September 19, 
1951.) 





